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THE TARIFF OF 1909 
Ill. THE EFFECT OF THE ACT UPON FOREIGN RELATIONS 


I 


The Tariff Act of 1909 contained provisions designed to 
govern our relations with foreign countries which constituted a 
broad and almost epoch-making departure from previous policy. 
One of the principal influences which had originally tended to 
bring about a revision of the Dingley Law was the desire of 
influential bodies of business men and manufacturers that better 
terms should be secured for our exports in foreign markets. The 
large and increasing business in manufactured goods which 
within recent years we had been doing with foreign countries, as 
well as the fact that our exporters found themselves seriously 
hampered by the trade preferences and commercial discrimina- 
tions established among those countries themselves, had formed 
the foundation of a demand that in some way this condition 
should be relieved. Chairman Payne of the House Ways and 
Means Committee in announcing, some months before the actual 
process of revision was undertaken, that such a plan was contem- 
plated by the party, had mentioned the desire for the establish- 
ment of a maximum and minimum schedule of duties as one of 
the considerations impelling himself and his associates to such 
unprecedented action. Mr. Payne had been as good as his word 
in this regard and had included in the very first published draft 
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of the Payne tariff bill a provision for the establishment of 
maximum rates, designed to afford a basis for traffic with foreign 
countries. A superficial study of existing tariff systems had 
suggested to Mr. Payne and the Ways and Means Committee at 
least three possible methods of dealing with the maximum and 
minimum question, all of which were more or !ess fully discussed 
while the bill was still undergoing the process of preparation. 
(1) By some it was proposed that, after the existing level of 
tariff rates had been established in the new bill, provision should 
be made for letting down these rates by a specified percentage in 
the case of those countries which were entitled to our best treat- 
ment. This would have meant, say, the subtraction of probably 
10 or 20 per cent. from certain schedules of duties, the lower 
rates thus established to be applicable only to favored countries 
which had given us their best tariff treatment. (2) A second 
plan which was suggested was that of allowing our administra- 
tors to choose from among a specified range of schedules, letting 
some down in favor of certain countries and keeping others up 
according as conditions and the advantages offered us by such 
other countries might seem to dictate. (3) A third plan was that 
of establishing a general minimum tariff and then fixing a higher 
level of rates which should be enforced against those countries 
which did not give us the benefit of their best tariff terms. Of 
these methods the third was the least desirable—a fact that was 
made plain to the committee and to Mr. Payne himself by dis- 
interested experts who were called upon for advice. Neverthe- 
less, when the Payne bill made its appearance, the third plan was 
the one that proved to have been accepted. This choice had been 
made at the instance of protected producers who maintained that 
the letting down of duties below a maximum level in the interest 
of favored countries would produce an element of uncertainty in 
business, whereas the advancing of rates above a minimum level 
in the case of countries which were to be penalized would have 
the opposite effect. It was also doubtless true that the committee 
feared to place in the bill an open statement of the maximum rates 
that should actually go into effect and from which concessions or 
reductions would be made. This maximum and minimum pro- 
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vision as reported by Mr. Payne provided for an advance, appli- 
cable to those countries that were to be penalized, of 20 or in 
some cases 25 per cent. of the general rates established in the bill. 
The advance was not level over all commodities but was effective 
over a considerable portion of the dutiable schedules. Briefly 
stated, therefore, the Payne plan was this: A certain large range 
of commodities already dutiable should under given conditions 
be subjected to an advance of 20 or 25 per cent. of the duties 
already established. A commodity taxed at 50 per cent. ad 
valorem, for example, would pay 60 per cent. under the maximum 
rates; one dutiable at $1 per pound would pay $1.20 under the 
maximum rates. The application of the maximum rates was to 
take place, if at all, en bloc, no special commercial reciprocity 
treaties therefore being possible. 

This plan passed through various changes while the bill was 
in the House. It had been very crudely drafted and was decid- 
edly improved upon in language and application as time went on. 
When the tariff bill was reported from the Senate Finance Com- 
mittee the Payne maximum and minimum provision was, how- 


ever, dropped, and nothing was substituted. Several weeks later, 
Senator Aldrich reported from the Finance Committee a plan 
which later became sec. 2 of the bill. As finally passed, after 
minor modifications had been introduced into it, this read as 
follows: i 


Sec. 2. That from and after the thirty-first day of March, nineteen 
hundred and ten, except as otherwise specially provided for in this sec- 
tion, there shall be levied, collected, and paid on all articles when imported 
from any foreign country into the United States, or into any of its posses- 
sions (except the Philippine Islands and the islands of Guam and Tutuila), 
the rates of duty prescribed by the schedules and paragraphs of the dutiable 
list of section one of this Act, and in addition thereto twenty-five per 
centum ad valorem; which rates shall constitute the maximum tariff of the 
United States: Provided, That whenever, after the thirty-first day of 
March, nineteen hundred and ten, and so long thereafter as the President 
shall be satisfied, in view of the character of the concessions granted by the 
minimum tariff of the United States, that the government of any foreign 
country imposes no terms or restrictions, either in the way of tariff rates or 
provisions, trade or other regulations, charges, exactions, or in any other 
manner, directly or indirectly, upon the importation into or the sale in 
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such foreign country of any agricultural, manufactured, or other product 
of the United States, which unduly discriminate against the United States or 
the products thereof, and that such foreign country pays no export bounty or 
imposes no export duty or prohibition upon the exportation of any article to 
the United States which unduly discriminates against the United States or 
the products thereof, and that such foreign country accords to the agricul- 
tural, manufactured, or other products of the United States treatment which 
is reciprocal and equivalent, thereupon and thereafter, upon proclamation to 
this effect by the President of the United States, all articles when imported 
into the United States, or any of its possessions (except the Philippine 
Islands and the islands of Guam and Tutuila), from such foreign country 
shall, except as otherwise herein provided, be admitted under the terms 
of the minimum tariff of the United States as prescribed by section one 
of this Act. The proclamation issued by the President under the authority 
hereby conferred and the application of the minimum tariff thereupon may, 
in accordance with the facts as found by the President, extend to the 
whole of any foreign country, or may be confined to or exclude from its 
effect any dependency, colony, or other political subdivision having author- 
ity to adopt and enforce tariff legislation, or to impose restrictions or regu- 
lations, or to grant concessions upon the exportation or importation of 
articles which are, or may be, imported into the United States. Whenever 
the President shall be satisfied that the conditions which led to the issuance 
of the proclamation hereinbefore authorized no longer exist, he shall issue 
a proclamation to this effect, and ninety days thereafter the provisions of 
the maximum tariff shall be applied to the importation of articles from such 
country. Whenever the provisions of the maximum tariff of the United 
States shall be applicable to articles imported from any foreign country 
they shall be applicable to the products of such country, whether imported 
directly from the country of production or otherwise. To secure informa- 
tion to assist the President in the discharge of the duties imposed upon 
him by this section, and the officers of the Government in the administra- 
tion of the customs laws, the President is hereby authorized to employ 
such persons as may be required. 


It is thus seen that Mr. Aldrich had retained the fundamental 
idea of the Payne plan—that of establishing a minimum or gen- 
eral tariff and advancing the rates to those countries which should 
prove to be recalcitrant in refusing us their best terms. He had, 
however (in place of Mr. Payne’s provision for an advance of 
20 or 25 per cent. of the minimum rates), substituted a provision 
whereby 25 per cent. ad valorem was to be added to.the minimum 
rates. This of course was a very large increase in the difference 
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between the maximum and minimum levels and would in some 
cases have resulted in advancing schedules of relatively low duties 
by several hundred per cent. should the maximum tariff be 
applied. 

One provision in the maximum and minimum section deserves 
special attention. Throughout the tariff struggle, business men 
had made earnest effort to secure the appointment of a “tariff 
commission,” but up to the very last they had met with no success. 
Toward the end, it had been seen that the President would have 
to call for some expert work in determining the countries to 
which maximum or minimum rates, as the case might be, should 
be applicable, and it had been determined to make a trifling con- 
cession to the commission movement by inserting a provision 
designed to create a board of tariff advisers of some kind. The 
business men had been desirous that this board should be an estab- 
lished and recognized governmental agency analogous in its scope 
and standing to the Interstate Commerce Commission, charged 
with the power and duty of investigating domestic conditions of 
production and recommending to Congress and the President 
changes in tariff rates when such should be desirable. The tariff 
framers in Congress had resented this idea and had sought to 
limit the work thus to be done to that of merely investigating 
foreign tariffs for the purpose of ascertaining whether or not 
discrimination was being practiced against the United States by 
any country or countries. At the last, owing largely to the in- 
fluence of President Taft, the provision was left somewhat vague, 
and, with a twofold interpretation in Congress regarding its 
meaning, the language incorporated in sec. 2 as already quoted 
was adopted. 

II 

It is now necessary to review briefly our tariff position with 
reference to foreign countries. In 1906 we had concluded a tariff 
arrangement with Germany whereby we gave that country the 
advantage of the lower rates of sec. 3 of the Dingley Law and 
at the same time made important innovations in our customs 
administrative system. Of these latter changes the most impor- 
tant were two in number: (1) We permitted the use of export 
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values in cases where there was no home market value, as a basis 
of assessment of duty at United States customhouses, and 
(2) we waived the earlier requirement that invoices of export 
goods be “consulated” in the districts where the goods were pro- 
duced. These and other concessions had been embodied in a 
diplomatic note issued April 22, 1907. Subsequently we had 
entered into somewhat similar arrangements with France, Switz- 
erland, Bulgaria, Great Britain, Portugal, Italy, Spain, and the 
Netherlands. These agreements we now revoked. Sec. 4 of the 
tariff of 1909 contained the following provision: 

That until the expiration of the period when the notice of intention to 
terminate hereinbefore provided for shall have become effective, or until 
such date prior thereto as the high contracting parties may by mutual 
consent select, the terms of said commercial agreements shall remain in 

That in the case of those commercial arrangements or agree- 
ments made in accordance with the provisions of section 3 of the tariff 
act of the United States approved July 24, 1897, which contain no stipu- 
lations in regard to their termination by diplomatic action, the President is 
authorized to give to the governments concerned a notice of termination 
of six months, which notice shall date from April 30, 1909. 


The tariff act was passed on August 5. Earlier in the year, a 
preliminary notice had been sent to the various governments 
warning them of the probability that the commercial agreements 
they enjoyed with this country would be abrogated. On August 7 
the State Department gave formal notice of the terms of the 
tariff act in so far as they affected relations with foreign coun- 
tries, and on August 10 the action thus taken was made public 
in detail by the Treasury Department in a letter to the Collector 
of Customs at New York which read as follows: 

You are informed that the Secretary of State, acting by direction of 
the President in pursuance of the provisions of section 4 of the tariff act 
of the United States, approved August 5, 1909, gave, under date of August 
7, 1909, formal notice to the several governments with which commercial 
agreements under the provisions of section 3 of the Dingley tariff act have 
been concluded, of the intended termination of these agreements at dates 
as specified below: 

The Government of France was notified that the commercial agreement 
of May 28, 1808, the amendatory and additional agreement of August 20, 
1902, and the additional commercial agreement of January 28, 1908, would 
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be terminated at the expiration of six months dating from April 30, 1909, 
namely, on October 31, 1909. 

The Government of Switzerland was notified that the proclamation 
issued by the President on January 1, 1906, would be abrogated at the expi- 
ration of six months dating from April 30, 1909, namely, on October 31, 
1909. 

The Government of Bulgaria was notified that the proclamation issued 
by the President on September 15, 1906, would be abrogated at the expi- 
ration of six months dating from April 30, 1909, namely, on October 31, 
1909. 

The Government of Germany was notified that the commercial agree- 
ment signed at Washington on April 22, 1907, and at Levico, Austria, on 
May 2, 1907, would be terminated at the expiration of six months dating 
from August 7, 1909, namely, on February 7, 1910. 

The Government of Great Britain was notified that the commercial 
agreement of November 19, 1907, would be terminated at the expiration of 
six months, dating from August 7, 1909, namely, on February 7, 1910. 

The Government of Portugal was notified that the commercial agree- 
ment of May 22, 1899, and the additional and amendatory agreement of 
November 19, 1902, would be terminated ‘at the expiration of one year 
from August 7, 1909, namely, on August 7, I9gI0. 

The government of Italy was notified that the commercial agreement 
of February 8, 1900, and the supplementary commercial agreement of 
March 2, 1909, would be terminated at the expiration of one year from 
August 7, 1909, namely, on August 7, 1910. 

The Government of Spain was notified that the commercial agree- 
ment of August 1, 1906, and the supplemental commercial agreement of 
February 20, 1909, would be terminated at the expiration of one year from 
August 7, 1909, namely, on August 7, 1910. 

The Government of the Netherlands was informed that the commer- 
cial agreement of May 16, 1907, would be terminated at the expiration of 
one year from August 7, 1909, namely, on August 7, 1910. 


Careful examination of this order will make plain the follow- 
ing points: | 

1. The order established three classes of countries favored 
in different degrees under the tariff by the longer or shorter con- 
tinuance of their tariff concessions. This was the result of the 
clumsy and unwise wording already described in which the coun- 
tries were differently treated according to the length of notice 
provided for in their respective agreements. 

2. In the first class were placed France, Bulgaria, and 
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Switzerland, which were deprived of their reciprocity concessions 
on October 31, 1909. 

3. In the second class were placed Germany and Great Britain, 
both deprived of the reciprocity rates on February 7, 1910. 

4. In the third class were placed Portugal, Italy, Spain, and 
the Netherlands, all deprived of their reciprocity rates on Au- 
gust 7, IQIO. 

5. A sharp discrimination was thus produced between the 
three classes of countries.!. For instance, the reciprocity rate on 
brandies, etc., under sec. 3 of the Dingley Act had been $1.75 
per gallon. This was raised to $2.60 under the minimum rates 
of the tariff of 1909. Thus after October 31, 1909, French 
brandies would pay $2.60 per gallon, while German would pay 
$1.75 per gallon until February 7, 1910, and those of Italy, Spain, 
and the Netherlands would retain the rate of $1.75 until August 
7, 1910. Like differences existed in regard to wines. 


III 


In order fully to understand the significance of the action 
thus taken it is worth while to glance at another phase of the 
Tariff Act of 1909. The act had included a complete revision of 


*Sec. 3 of the Dingley tariff had allowed the following reduced rates which 
were embodied in the various commercial agreements: 

Upon argols, or crude tartar, or wine lees, crude, 5 per cent. ad valorem. 

Upon brandies, or other spirits manufactured or distilled from grain or 
other materials, $1.75 per proof gallon. 

Upon still wines, and vermuth, in casks, 35 cents per gallon; in bottles 
or jugs, per case of one dozen bottles or jugs containing each not more than 
one quart and more than one pint, or twenty-four bottles or jugs containing each 
not more than one pint, $1.25 per case, any excess beyond these quantities found 
in such bottles or jugs to be subject to a duty of 4 cents per pint or fractional 
part thereof, but no separate or additional duty to be assessed upon the bottles 
or jugs. 

Upon champagne and all other sparkling wines, in bottles containing not 
more than one quart and more than one pint, $6 per dozen; containing not 
more than one pint each and more than one-half pint, $3 per dozen; containing 
one-half pint each or less, $1.50 per dozen; in bottles or other vessels contain- 
ing more than one quart each, in addition to $6 per dozen bottles on the 
quantities in excess of one quart, at the rate of $1.90 per gallon. 

Upon paintings in oil or water colors, pastels, pen and ink drawings, and 
statuary, 15 per cent. ad valorem. 
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the customs administrative law. This had been deemed neces- 
sary by the protected interests because of the fact that the com- 
mercial arrangements with the foreign countries already referred 
to had included the important changes in customs administrative 
methods and in the establishment of values for the assessment of 
duty which have already been briefly referred to. In subsec. 11 
of this revision (the revision being itself sec. 28 of the law) 
occurred the following language: 


Sec. 11. That when the actual market value, as defined by law, of any 
article of imported merchandise, wholly or partly manufactured and sub- 
ject to an ad valorem duty, or to a duty based in whole or in part on 
value, can not be ascertained to the satisfaction of the appraising officer, 
such officer shall use all available means in his power to ascertain the cost 
of production of such merchandise at the time of exportation to the United 
States, and at the place of manufacture, such cost of production to include 
the cost of materials and of fabrication, and all general expenses to be 
estimated at not less than ten per centum, covering each and every outlay 
of whatsoever nature incident to such production, together with the expense 
of preparing and putting up such merchandise ready for shipment, and an 
addition of not less than eight nor more than fifty per centum upon the 
total cost as thus ascertained; and in no case shall such merchandise be 
appraised upon original appraisal or reappraisement at less than the total 
cost of production as thus ascertained. The actual market value or whole- 
sale price, as defined by law, of any imported merchandise which is con- 
signed for sale in the United States, or which is sold for exportation to 
the United States, and which is not actually sold or freely offered for 
sale in usual wholesale quantities in the open market of the country of 
exportation to all purchasers, shall not in any case be appraised at less 
than the wholesale price at which such or similar imported merchandise 
is actually sold or freely offered for sale in usual wholesale quantities in 
the United States in the open market, due allowance by deduction being 
made for estimated duties thereon, cost of transportation, insurance and 
other necessary expenses from the place of shipment to the place of delivery, 
and a commission not exceeding six per centum, if any has been paid or 
contracted to be paid on consigned goods, or a reasonable allowance for 
general expenses and profits (not to exceed eight per centum) on pur- 
chased goods. 


The Treasury order which had been issued, as already ex- 
plained, had made no reference to the customs administrative 
concessions which were contained in the reciprocity treaties or 
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to the changes therein which would presumably follow from 
the change in the customs administrative act thus introduced in 
subsec. 11 of the new law. It was intended at the start to main- 
tain these customs administrative concessions in effect during 
the life of the agreements themselves, as set forth in the note of 
the State Department dated August 10. This was possible be- 
cause the tariff of 1909 provided not merely for the continuance 
of the rates prescribed in the agreements but also for observance 
of their “terms”—a word obviously intended to include the 
administrative provisions. Strong pressure from domestic manu- 
facturers was at once brought to bear in order to compel a recon- 
sideration of this determination, and in consequence a closer 
scrutiny of the act was undertaken with a view to cutting off all 
possible concessions. The treasury, yielding to the pressure, 
finally issued an order under date of October 25, 1909, in which 
it canceled the provisions of the reciprocity treaties as to export 
value and as to the “consulating” of invoices, from and after 
October 25, except in the case of Germany and the Netherlands. 
Those two countries had happened to mention the matter of 
market and export values in their treaties with the United States 
as one of the specific considerations on which the agreement in 
each case was based, so that abrogation before the expiration of 
the agreement was impossible. To them, therefore, the old 
method of ascertaining the values of goods was continued. Such 
continuance was to last until February 7, 1910, in the case of 
Germany, and August 7, 1910, in the case of the Netherlands. 

This order practically completed the steps necessary for put- 
ting the new tariff into operation in its effect upon foreign coun- 
tries. The next stage which was now to open was that of negotia- 
tion, with a view to establishing the conditions under which 
maximum rates should be applied to foreign countries. Before 
passing to a consideration of this second stage of our foreign 
tariff relations under the act of August 5, it will be worth while 
to recapitulate the successive steps by which we had assumed an 
entirely new tariff position. 

By the new tariff act we had (1) provided for abrogating all 
these agreements; (2) abolished the low reciprocity rates of 
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the Dingley Act; (3) provided for a new maximum 25 per cent. 
ad valorem higher than our regular rates; (4) raised the mini- 
mum rates so much on some articles that they were already largely 
above the treaty rates even without the additional maximum; 
(5) abrogated the chief concession of the treaties in respect to 
customs administration; and (6) demanded of all countries the 
lowest rates granted by them to any other country independent 
of what they had obtained in exchange for such low rates, offer- 
ing, ourselves, nothing in exchange and merely putting forward 
a tariff threat to be made effective in the event of failure to 
comply with our wishes. 


IV 


President Taft and his Secretary of the Treasury had early 
taken the provisions of sec. 2 under personal advisement. With 
a view to the negotiation of new commercial agreements with 
foreign countries to replace the old commercial agreements the 
President had by advice of Secretary MacVeagh and under the 
authority granted in sec. 2 appointed three “persons” to assist in 
the work of applying the law. These were H. C. Emery, J. B. 
Reynolds, and A. H. Sanders,2 Mr. Emery being specifically 
designated as chairman. ‘Toward the end of September, 1909, 
they organized under the title of “The Tariff Board.” It was 
determined to address the attention of the board first to the ques- 
tion of foreign relations exclusively, although President Taft in 
published interviews or statements predicted that later the Board 
would be assigned to duty in studying domestic costs of produc- 
tion and their adjustment to rates of duty. Meanwhile the board 
began work, investigating our status in foreign countries and 
examining the question whether we were laboring under any 
discriminations there. 

Almost simultaneously with this action by the Tariff Board 
which had been thus organized in the Treasury Department under 
the direction of Secretary MacVeagh, Secretary Knox of the 

?Mr. Emery, at the time of his appointment, was professor of political 


economy in Yale University; Mr. Reynolds was Assistant Secretary of the 
Treasury, and Mr. Sanders was editor of the Breeders’ Gazette, 
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State Department established a tariff organization of his own. 
He had secured from Congress an appropriation of $100,000 for 
the purpose of advancing the commercial interests of the United 
States. He now used this in part for the employment of two 
“commercial advisers” and a staff of clerks, etc., who in con- 
junction with J. B. Osborne, the chief of the Bureau of Foreign 
Trade Relations in the State Department, thus formed a kind of 
tariff board or commission, although not formally organized as 
such. Both bodies found that irritated and strained feeling with 
reference to the United States existed in foreign countries. 

The immediate causes of this feeling were twofold. Foreign 
countries had long felt that the United States had been unfair to 
them in using its great commercial power for the purpose of 
forcing its way into their markets without giving anything in ex- 
change. This feeling was greatly intensified by the provisions of 
the tariff law of August 5. As has been seen, that law cut off 
the slender tariff concessions that had been granted in sec. 3 of 
the Dingley Act, as well as the moderate administrative inno- 
vations of President Roosevelt, and made a general increase in 
tariff rates while holding out to foreign countries a threat that 
unless they gave us very much better terms than they had done in 
the past we should apply to their goods a still higher tariff. The 
second cause for irritation lay in the fact that our tariff adminis- 
trators had now sought to institute discriminations against vari- 
ous foreign countries by grouping them in the three classes 
already referred to. This grouping was a necessary outcome of 
the language employed in the Act, but inasmuch as that language 
had been drafted by Secretary Knox of the State Department 
and had been accepted by Congress exactly as he offered it, it 
was not felt that our administration had acted with due consid- 
eration. The action taken by the Department of State under 
the law was exceptionally severe in its effect on some of the 
countries because other countries which had stipulated for a 
longer period of notice under the reciprocity treaties were now 
assured of several months’ enjoyment of the exceptionally low 
rates of those agreements. These were substantially below the 
level of the minimum rates of the new tariff on the same articles, 
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and thus, while foreign countries complained of the new status 
generally, they felt that they had particularly good ground of 
complaint in the unnecessarily preferential treatment which was 
given to some and denied to others. 

While these were the most significant elements of dissatis- 
faction on the part of foreigners there were also some special and 
local difficulties. The tariff law had provided for the free 
admission of wood pulp used in the manufacture of paper from 
those countries which established no export taxes or charges upon 
such commodities shipped to the United States. The provision 
was found in paragraph 406, which fixed a duty of 1-12 of one 
cent per pound on wood pulp, with free admission from the 
countries which, as indicated, left the exportation unrestricted. 
The same paragraph, however, provided that in case such restric- 
tions were applied the export duty or interior charge exacted by 
any exporting country should be added as an extra duty to the 
I-12 of one cent per pound already fixed and to the correspond- 
ing duties upon other forms of wood pulp. Immediately, after 
the tariff had been adopted wood pulp and print paper men, 
eager for revenge upon the publishing industry which had sub- 
jected them to such severe stress in the struggle for a reduction 
in the tariff on paper and wood pulp, began a series of representa- 
tions to the Treasury Department. They argued that in the prov- 
inces of Quebec and Ontario, Canada, there existed a system of 
duties levied upon wood cut on crown lands for the purpose of 
manufacturing wood pulp for export. On the strength of this 
they demanded the imposition of the higher rates established in 
paragraph 406. Moreover, inasmuch as the provision for maxi- 
mum rates permitted the President to apply such rates to all 
the products of provinces or divisions of government which 
discriminated against us in any respect, they demanded that the 
general maximum rates of our tariff be applied to all products 
coming from Ontario and Quebec, and even suggested the pro- 
priety of applying them to the whole of Canada. This indefen- 
sible plea was of course rejected by the Treasury Department. 
The department, however, felt compelled by the insistent demands 
of the paper interests to apply the retaliatory rates on pulp and 
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paper and did so in an order of October 16 contained in a letter 
addressed to the collector of customs at Detroit. The duty thus 
imposed was fixed at 25 cents per cord in addition to the regular 
duty of 1-12 of one cent per pound. A countervailing duty of 35 
cents per ton was also imposed upon printing paper manufactured 
from pulp wood made of timber cut on crown lands in Quebec. 
The domestic interests were by no means content with the partial 
victory which they had just gained, but demanded a revision of 
the rate of equivalence established by the Treasury between the 
wood pulp and print paper with a view to still higher counter- 
vailing rates. This demand, however, was rejected. Neverthe- 
less the incident had aggravated the ill feeling already existing 
between the United States and Canada, and additional obstacles 
were thus thrown in the way of easy and successful negotiations. 


V 


The investigation carried on by the tariff board and by the 
State Department into the tariff systems of foreign countries 
during the autumn and winter of 1909-10 showed that with 
respect to most of these countries there was no ground for the 
imposition of our maximum rates. President Taft moreover 
speedily became convinced that from the standpoint of domestic 
politics it was not desirable to be too exacting, and in his annual 
message sent to Congress at the opening of December, 1909, he 
gave a general assurance that there would be no tariff war unless 
the administration were actually driven to it. On January 18 the 
State Department, upon the advice of its own tariff investigators 
and with the concurrence of the tariff board in the Treasury De- 
partment, prepared a proclamation which was signed by Presi- 
dent Taft, in which the minimum rates were extended definitely 
to Great Britain, Russia, Itaiy, Spain, Switzerland, and Turkey. 
This was followed on January 28 by another proclamation giving 
the minimum rates to Denmark, The Netherlands, Norway, 
Sweden, Belgium, Egypt, and Persia. Thus France and Ger- 
many were practically isolated in their tariff relations with the 
United States, substantially the whole of Europe outside of their 
territory being now given the most favorable terms that could 
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be extended under the Payne-Aldrich Act. With France and 
Germany as well as with Canada, however, difficulties had early 
become threatening and serious. Under our reciprocity treaty 
with Germany we had been receiving rates which admitted to 
that country about 97 per cent. of the value of our export trade 
with that country subject to the minimum rates of the German 
tariff. Our abrogation of the commercial treaty from and after 
February 7, 1910, meant that unless some basis of accommoda- 
tion were arrived at, the German maximum rates would go into 
effect against us automatically upon that date. So with France, 
the abrogation of the commercial treaty meant that we must sub- 
mit to the maximum rates of the French tariff from and after 
November 1. This was also an automatic action resulting from 
the operation of the French law and mandatory upon her officials 
in the absence of any special agreement with the United States. 
The situation was complicated by the fact that a reciprocity treaty 
between France and Canada, whereby various substantial con- 
cessions were mutually made, had been nearly completed, so that 
it would be impossible to complete our negotiations with either 
of those countries without securing some understanding with 
the other. Our evident antagonism to the French treaty added 
to the bad feeling toward us which was already evident in Canada, 
which had been greatly aggravated by the wood pulp incident, 
and which now presented a serious problem. 

The earlier date at which the French treaty was to close made 
the issue particularly acute. It was impossible to think of com- 
pleting negotiations with France before November 1. Secretary 
Knox and the majority of the Taft cabinet, including the Presi- 
dent himself, were either out upon the stump or resting quietly 
at their homes away from Washington, while Ambassador Jus- 
serand was in Paris. Guided by the dictates of the French tariff 
law, the administrators at Paris, in a decree of August 20, 1909, 
met our notice of the abrogation of the commercial treaty by 
giving us the full French maximum upon products of the United 
States and Porto Rico from and after November 1. This neces- 
sitated changes in duties as indicated in the following table: 
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RATES OF DUTY ON AMERICAN PRODUCTS IMPORTED INTO 
FRANCE 








Minimum, 
per 100 
Kilos 





Agreement of 1898 Francs 
Manufactured and prepared pork meats.... 50 
Canned meats 15 
Lard 
Table fruits, fresh: 

Lemons, oranges, cedrats, and their varie- 
ties not mentioned 
Mandarin oranges 
Common table grapes 
Apples and pears— 
For the table 
For cider and perry 
Other fruits except hothouse grapes and 
fruits 
Fruits, dried or pressed (excluding raisins): 
Apples and pears— 
For the table 
For cider or perry 


Other fruits 
Common woods, logs 
Sawed or squared timber 80 mm. or more 
in thickness 
Sawed or squared lumber exceeding 35 
mm. and less than 80 mm. in thick- 


Wood sawed 35 mm. or less in thickness 
Paving blocks 


Hops 
Apples and pears crushed, or cut and dried 
Agreement of 1 
Coffee in the bean (decree of Feb. 21, 1903) 
Petroleum, schist, and other mineral illumi- 
nating oils (decree of July 7, 1893): 
9 or 7.20 
per hec- 
toliter 
Refined, and essences of 12.50 or 10 
per hec- 
toliter 
Heavy oils, and residues of petroleum and 
other mineral oils (decree of July 7, 
9.00 .00] 33 

















* The application of the rates of the general tariff indicated in the second column of the above 
table represents increases in duty ranging from 33 per cent. to 212 per cent. over those paid under the 
minimum tariff. 


The effect of this change in rates was immediate and marked. 
On both sides merchants stocked themselves heavily with several 
months’ supplies of goods in adva .ce, and after November 1 trade 
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fell off largely on both sides. Thus our exports of petroleum 
to France, which had been very substantial, were cut to almost 
nothing during November, and large declines took place in other: 
articles although we were helped in the aggregate trade showing 
by the increased value of cotton and some other staples that we 
regularly shipped to France without duty or at low rates. The 
falling off was sufficient to cause serious anxiety among business 
men and heavy pressure for some accommodation. Very little 
progress, however, was made in the negotiations with France up 
to February 1, 1910, for French diplomats immediately and 
flatly said that the idea of giving the United States their whole 
schedule of minimum rates as apparently to be demanded under 
the law was absurd and could not be considered for a moment. 
Moreover, the tariff board and the investigators of the State 
Department found that the pending reciprocity treaty between 
France and Canada presented a difficult situation which they 
thought should not be overlooked. The treaty had been finally 
approved in the French Senate on April 1, 1909, and only the 
consent of the Canadian parliament, practically certain to be 
granted, was necessary. The treaty would have established a 
severe discrimination against the United States entirely out of 
harmony with the idea of our maximum tariff. 

The proposed concessions to be made to Canada by France 
were found to consist in the application of a large number of 
the minimum rates of the existing French tariff to Canadian 
products, the number of rates thus covered by the treaty exceed- 
ing 350, although the number of items covered by these rates 
would be considerably larger. Among the most important reduc- 
tions of duty favoring Canadian products imported into France 
and not enjoyed by imports into that country from the United 
States were on cattle, 33 1-3 per cent.; on meats (other than 
canned and pork meats, on which the United States had the same 
concession), 30 to 40 per cent.; on potatoes, 86 2-3 per cent.; on 
other vegetables, 20 to 60 per cent.; on butter, 33 per cent.; on 
cheese, 57 to 66 per cent., according to kind; on agricultural im- 
plements, 40 per cent.; on sewing machines, 20 to 30 per cent. ; 
on dynamo-electrical machinery, 26 to 56 per cent.; on textile 
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machinery, 23 to 33 per cent.; on tools of all kinds, 14 to 33 per 
cent. ; on wire nails, 31 to 46 per cent. ; on tubes of iron and steel, 
20 to 33 per cent.; on furniture, 14 to 35 per cent.; on wooden- 
ware, 16 to 50 per cent.; on rubber goods, 16 to 33 per cent. 

The articles of French manufacture which were likely to com- 
pete with similar products from the United States and which 
would enjoy special reductions of duty when imported into 
Canada, under the new treaty would have been as follows (the 
percentages here given indicating the extent to which duties 
levied on goods coming from France will be lower than those to 
be levied on imports from the United States) : canned meats and 
extracts of meats and soups of all kinds, 9 per cent.; cheese, 7 
per cent.; canned tomatoes and corn, 16 2-3 per cent.; other 
canned vegetables, including baked beans, 33 I-3 per cent.; 
pickles, sauces, and catsups, 7 per cent.; dried plums, raisins, and 
currants, 33 I-3 per cent.; canned fruits, 11 per cent.; canned 
fish, 11 to 20 per cent.; confectionery of all kinds, 7 per cent.; 
printing ink, 12 I-2 per cent.; writing ink, 10 per cent. ; window 
glass, 16 2-3 per cent. ; manufactures of brass and copper, watches 
and clocks and parts thereof, 8 to 16 2-3 per cent. ; miscellaneous 
manufactures of iron and steel, 8 per cent.; locomotives and 
motor cars for railways and street railways, 14 per cent.; tele- 
phone and telegraph instruments and electrical apparatus of all 
kinds, 9 per cent.; manufactures of wood, 10 per cent.; house 
and office furniture, 8 per cent.; wire doors, wire windows, and 
window cornices, 8 per cent.; cash registers, 8 per cent. ; leather 
goods, 9 per cent.; trunks, valises, etc., 8 per cent.; scientific, 
photographic, and similar instruments and apparatus, 10 per 
cent. ; unenumerated articles, 12 1-2 per cent. 

In taking up the French-German-Canadian tariff problem 
which was to constitute their serious work, the tariff experts of 
the State Department and the Treasury found that Germany was 
in a decidedly more receptive mood than France. A number of 
questions that were open had tended to defer the possibility of 
action on the part of France, while the Franco-Canadian treaty 
already referred to made the problem exceptionally difficult. In 
the case of Germany there was, however, strong desire to get 
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tariff relations with the United States settled. No irritation had 
been caused on this side of the water by the application of the 
maximum German rates which would not take effect until Febru- 
ary 7, while the German government itself realized that a very 
serious blow would be struck at German commerce should it 
determine to bring on a contest with the United States. Although 
there was a strained feeling on both sides at the opening of the 
negotiations, Germany regarding our attitude as selfish and un- 
just, rapid progress was made in formulating the conditions 
demanded by either side. Germany from the first insisted upon 
receiving not only the complete prevailing rates of our regular 
tariff but also demanded that there should be no breach in the 
principle of assessing customs valuation embodied in the recipro- 
city treaty of 1907. The United States laid great stress upon the 
existing system of meat inspection in Germany as unduly dis- 
crediting the inspection in the United States, applying ‘this com- 
plaint particularly to the failure to accept our microscopic exami- 
nation of pork. It further pointed to the administrative action 
of the German government in excluding live cattle of American 
origin from Germany as being an unnecessary discrimination 
against us during those years when our cattle were shown to be 
healthy and free from infection. An additional and extraneous 
point was brought into the negotiations by reason of the dispo- 
sition of the German government to associate German producers 
of potash into a kind of trust with the avowed object of cutting 
off the low-priced contracts that had been made with American 
consumers of potash during the sharply competitive period which 
had existed in 1909. Points with reference to the working of 
our pure food law as applied to goods entering Germany from the 
United States and entering the United States from Germany 
were also raised. In addition of course we demanded the mini- 
mum rates which had been extended by Germany to the various 
countries with which she had treaty arrangements. Germany lost 
no time in responding that she could not consider the question of 
waiving the existing ban upon live cattle from America for the 
reason that the German agrarian party was so strong as to put 
such a concession out of the question. Much the same attitude 
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was taken with respect to pork. The government was willing to 
give us, however, the full benefit of all her minimum tariff 
rates, thus satisfying the technical requirements of the Aldrich- 
Payne law. The offer thus made was unsatisfactory to American 
negotiators, and the situation was still further complicated by 
action on the part of tariff experts of the State Department who 
insisted on certain extra reductions in rates of duty on special 
kinds of goods which American makers wished to push abroad. 
The chief point on which we insisted, however, was the placing 
of our cattle on a better basis. Owing to popular misunderstand- 
ing in the United States this demand was misconstrued as being 
intended for the aid of the “beef trust,” and pressure for its 
withdrawal became very strong. After a tedious period of nego- 
tiation it was announced on February 3, 1910, that the two coun- 
tries had agreed to waive the cattle question and the pure food 
question, reserving them as a matter for subsequent discussion, 
with assurance from the German government that our request 
regarding cattle should have due consideration in the future. The 
Germans on their side agreed to relax the regulations which had 
operated to keep out American pork. The potash question and a 
minor matter relating to the drawback on flour exported from 
Germany were left out of the discussion. We gave Germany 
assurance that we should endeavor to apply the customs adminis- 
trative law in such a way as to prevent unfavorable treatment of 
German imports, while we also explained the points which had 
been raised with reference to the interpretation and application 
of our pure food law. Germany gave us her whole minimum 
tariff schedule and we of course gave Germany ours. Reduced 
to lowest terms the agreement was based on an exchange of 
minimum for minimum, Germany relaxing her regulations on 
pork to a small degree. The only feature of direct interest in 
connection with the tariff was thus the extension of the whole of 
the German minimum schedule. Up to 1910, under the recipro- 
city treaty of 1907, we had received the lowest rates on com- 
modities aggregating about 97 per cent. of the total American 
exports to Germany. The other 3 per cent. or so which paid the 
maximum rates included a great variety of products, but they 
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were chiefly either goods which we did not produce or goods with 
which we cannot hope in the near future to compete in German 
markets. This means therefore that the extension of the full 
minimum schedule to our exports is not only of exceedingly slight 
importance at the present time but is likely to continue so. What 
its value will be is entirely problematical and depends wholly upon 
the extent to which we can succeed in building up a trade in these 
particular commodities. As the German tariff rates are not high 
compared to ours and not very high absolutely, it is not likely that 
the question of maximum or minimum rates has very much rela- 
tion to the status of our goods in German markets. The settle- 
ment which has been arrived at gives a minor benefit to our 
exporting class and imposes a serious injury upon our consumers 
of German goods because the method of ascertaining valuations 
under the new tariff is such—despite the assurances we have 
given to the German government—as to result in decidedly higher 
valuations for the assessment of duties. This means correspond- 
ingly higher prices to the consumer. The main ground for 
congratulation in the German episode is therefore simply this— 
that we have not inflicted a serious injury upon ourselves by 
applying our own maximum tariff rates to importations from 
that country. 

The German settlement, moreover, simplifies the problem still 
to be dealt with by our tariff negotiators, since it leaves only the 
issue raised by the maximum tariff of France and the discrimi- 
nating Franco-Canadian treaty to be disposed of. Minor prob- 
lems may be expected to arise with respect to South American 
and other countries, but they are likely to be of relatively slight 
importance. 

VI 


The provisions of the tariff of 1909 for commercial retalia- 
tion may be criticized from two distinct standpoints, regarding 
(1) their effectiveness, and (2) their justice. It is of little use 
to employ canons of judgment based on ideas so abstract as those 
of “ethics” or “justice” in dealing with a tariff question, and 
the discussion may therefore with advantage be limited to the 
question: Will the terms of the new tariff enable the United States 
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to seize a due share of the plunder in the international contest for 
trade, or will it result in hampering the operations of our tariff 
privateers in their work against other nations? This is largely, if 
not solely, a mere question of the adaptation of means to ends. 

In answering the question thus put, several factors in the 
problem of international negotiations frequently discussed in 
connection with the commercial treaties of the past few years 
but as frequently allowed to fall into neglect must be recalled. 
Most of the European countries have already consented to give 
us their minimum rates of duty notwithstanding that we have 
offered nothing in exchange and have presented merely a tariff 
threat to enforce our claims. But it is fair to ask whether such 
concession to our demands, even if granted by France and Canada 
as it has been by Germany, will meet the needs of our export 
trade. Most certainly it will not. The mutual concessions made 
by foreign countries to one another are based upon elaborate 
bargains which grow out of special trade conditions. To secure 
for ourselves the like advantages would be of as much less benefit 
to us as our exportation of the given commodities is less than that 
of the countries which originated the tariff concessions. If China 
made a minimum rate to Japan of 10 cents per pound on tea, 
and Japan made a minimum rate to China of $1 per hundred 
on preserved sharks’ fins, it would not help us to sell cotton 
goods in China and Japan though both countries should give 
us the lower rates on tea and sharks’ fins they had conceded 
to one another. The same situation holds good in a less extreme 
degree of many of the concessions granted by European coun- 
tries to one another. The new tariff makes no provision for de- 
manding or bargaining for any new minimum rates suited to our 
own export needs. It sends our bargainers into the international 
market armed with a crowbar when they ought to have a set 
of burglars’ tools in order to get the results sought. 

In order to secure concessions in tariff duties proportionate to 
those granted by European countries to one another it is requisite 
that our Administration be given power to make a schedule of 
rates on imported goods which need not fall below the fixed 
minimums of the tariff and need not exceed the maximums, 
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but which shall be adjusted to the requirements of the inter- 
national bargaining process. To do this would mean that 
the President had power to establish tariff rates within certain 
limits. The Supreme Court has held that this power may consti- 
tutionally be delegated to the President, and this leaves merely 
the question whether Congress in its wisdom will think best to 
bestow the power. Of this it is sufficient to say that the point 
was clearly and unmistakably raised with the leaders while the 
maximum rate question was up for discussion, but that no results 
were secured. Congress was then suffering a serious attack of 
Roosevelt-phobia and was plainly unwilling to increase the powers 
of the President in any degree whatever. The result was the 
present rigid provision. 

There is, however, no positive assurance that the remaining 
countries of the world, France and Canada particularly, will admit 
us to the full advantages of their minimum rates. In that event 
there is no alternative except to apply the maximum rates—a flat 
increase of 25 per cent. ad valorem—unless it be a meek accept- 
ance of the refusal to give us the minimum rates on the ground 
that the higher duties enforced against us were not “unduly dis- 
criminatory”—a step which would expose us to the ridicule of 
the civilized world because of the bluster with which the new 
policy has been inaugurated. 

Whatever is done under the new tariff, we are placed in a 
singular and indefensible position with respect to our attitude 
regarding the most favored nation clause in commercial treaties. 
In spite of our traditional interpretation of this clause we now 
discard our former principles in their application to our own 
case and present ourselves as asking all concessions while main- 
taining high rates and giving nothing in exchange—a position 
both oppressive and ridiculous. 


Vil 


The summary review of the tariff of 1909 which was origi- 
nally undertaken in these pages is now complete. It has been seen 
that the tariff was deceptive and false in its inception and fram- 
ing, political and dishonest in its presentation, discussion, and 
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passage, misleading and double-faced in its terms, and clumsy 
in its application to international conditions. It has materially 
lowered no general range of duties but has heightened many. It 
has redistributed the burden of tariff taxation so as to make it 
substantially harder to bear. It has failed to meet an important 
international situation in any adequate way. From every stand- 
point the bill has proved unsatisfactory and disappointing. It is 
a discredit to the party responsible for it and as great a discredit 
to the party which failed to offer effective opposition to it. 

The tariff question has not been even temporarily settled. It 
now goes to the public for final adjudication. 


H. Parker WILLIS 
Wasuincrton, D. C. 





THE RATIONALITY OF ECONOMIC ACTIVITY. II 


III 


If it be granted that psychological knowledge is helpful to 
economists, then Mr. McDougall’s criticism of the traditional 
economic psychology must be faced. The chief point of this 
criticism is that the classical economists assumed man to be “a , 
reasonable being who always intelligently seeks his own good or 
is guided in all his activities by enlightened self-interest.” The 
truth is, Mr. McDougall asserts, that “mankind is only a little 
bit reasonable and to a great extent very unintelligently moved 
in quite unreasonable ways.’®? That is, the economists have 
committed “the intellectualist fallacy.” 

In considering whether this criticism is just with reference to 
contemporary economics, it is necessary to summarize the psy- 
chological assumptions commonly made. The statement which 
follows is intended to apply primarily to economic theory of the 
eclectic type. 

An element of psychological unreality is clearly present in 
most expositions of the theory of value. Bargainers are usually 
represented as exchanging two consumption goods—say nuts 
and apples. They come to market with definitely formulated 
ideas of how many units of the good in their possession they 
will give to get each successive unit of the other good. These 
demand schedules rest upon equally definite ideas concerning the 
varying marginal utilities which each good has for them as the 
supply is increased or diminished. The artificiality of the whole 
picture is further enhanced by using diagrams to show the vary- 
ing marginal utilities of goods, and the varying disutility of 
successive hours of labor. 

But economists do not seriously believe in all the psycho- 
logical implications of such expositions. To them the whole 
apparatus of numerical examples and of diagrams is merely a 

Social Psychology, p. 11. 
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convenient device for illustrating the essential features of a 
process too complicated to be described realistically. And the 
theoretical conclusions of which further use is made do not 
depend for their validity upon the artificial features of the demon- 
strations. What a psychologist objects to might be surren- 
dered without vitiating the results—though not without marring 
the polish of the exposition. 

If one looks thus behind the form to the substance of eco- 
nomic theory, one finds that the psychological assumptions really 
“ implied in and essential to the conclusions are broad and simple. 
For most purposes the list would be limited to the irksomeness 
of labor, the satisfaction derived from the consumption of goods, 
the increasing intensity of the first and decreasing intensity of 
the second as labor and consumption proceed, the emergence of 
new wants as the old become partially satisfied, the preference 
for present over future satisfactions, and sufficient intelligence 
to recognize and to act in accordance with these simple condi- 
tions so as to attain ends in the easiest known way. These 
assumptions, it is commonly believed, are’ not artificial; on the 
contrary they are held to be substantially verified by observation. 
And they contain the measure of “rationality” really imputed to 
men by economic theory. 

Now, are the economists guilty of the “intellectual fallacy” 
in making these assumptions? Are they seriously mistaken in 
believing that “economic actions have behind them a rational 
motive and call into play the higher mental faculties ?’’** 

The dictum that “mankind is only a little bit reasonable” 
seems to require an affirmative answer. But in another connec- 
tion Mr. McDougall incidentally recognizes the peculiar ration- 
ality of the economic problem. His reason for putting such 
heavy emphasis upon the instincts is that they supply the motive 
power for all mental processes, and determine the ends of all 
activities.** But in one passage he remarks that activity initiated 
by instinctive impulses “may take the predominantly intellectual 

% Bucher, Industrial Evolution, p. 2. 


* Social Psychology, p. 44. 
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form of thinking out means for the attainment of the end.”* 
Now economics is concerned precisely with this problem of 
means. It undertakes to show how, men deal with the material 
requisites for attaining the wide variety of ends which they set 
‘themselves. Indeed one may fairly call economics the science 
of ways and means. Therefore, on Mr. McDougall’s own show- 
ing the economists deal with a type of activity in which the 
rational element is peculiarly prominent. 

Of course, economic activity is not conceived to be directed 
always by this predominantly intellectual process of thinking out 
afresh the means by which the end in view may be attained. On 
the contrary man’s rationality is usually exhibited by a sensible 
acceptance of an established routine proved by experience to be 
effective. But this routine itself is rational in character, and 
yearly becoming more so through the progress of industrial and 
business technique. The’making of goods is today guided by 
the applications of natural science, and this science is a pre- 
eminently rational view of phenomena in terms of impersonal 
causal sequence. The very perfection of rationality is exhibited 
by the industrial organization and management of the great in- 
dustrial plants already typical of economic life—and clearly in- 
creasing their sway. Similarly, the making of money—the 
pecuniary phase of economic life—is now guided in a systematic 
and impersonal fashion by the device of accounting, a form of 
technique bearing somewhat the same relation to mathematics as 
industrial technique bears to physics and chemistry. Indeed, 
Sombart has discussed the development of accounting under the 
suggestive caption “economic rationalism.” And these two 
highly rationalized phases of economic activity—the industrial 
and the pecuniary—have definitely systematized relations to each 
other. For the carefully ordered complex of activities connected 
with making goods is itself subordinated to the carefully ordered 
plans for securing profit-balances upon the ledgers. 


From the psychologist’s standpoint there is no need to ques- 
tion the substantial validity of the facts alleged. But there is 
* Ibid., p. 176. % Der moderne Kapitalismus, Vol. I, pp. 391-97. 
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reason to question whether these facts justify economists who 
aspire to deal with realities in both starting and stopping 
with the assumption of rationality. For there are other facts, 
no less worthy of being taken into account, with reference to 
which the assumption of rationality appears inadequate, if not 
mistaken. 

The rationality of the plans by which industrial and business 
operations are directed does not mean that all the activity in- 
volved in their execution is equally rational. A great part of 
the employees in both our workshops and our counting-houses 
do work which is distinctly machine-like in character. Indeed 
the majority of men connected with the typical business enter- 
prise have their thinking done for them in the main: they are 
used like machines to execute the plans of others. If economic 
theory aims to deal with facts, it ought not to slur over this 
difference, so important in the lives of men, between activities 
which do and activities which do not involve the constant play 
of intelligence. While it assigns the leading rdle in devising 
plans to reason, it ought to treat the other type of activity in 
different terms. The conspicuous psychological facts here are 
facts of habit, amenability to suggestion, tendency toward imita- 
tion, and the instinct of construction. In other words, the 
economist who makes a faithful effort to represent human activity 
as it is, must have recourse to such analysis as McDougall 
recommends and practices. 

Second, the assumption of rationality fits the activities of 
consumption nowhere outside of economic treatises. Men, and 
more especially women, plan the spending of money upon per- 
sonal satisfactions with far less attention than they give to their 
plans for the spending of money upon business ends. Passing 
whims, carelessness about prices, ignorance of qualities, obstinate 
preference for old ways are left wide scope. In McDougall’s 
, terms, habit, suggestibility, and the instincts of emulation and 
imitation must be brought in, if we are-to account for our own 
subservience to fashion, our conspicuous waste, and our slovenly 
dependence on the advertiser. The assumption of rationality is 
inadequate to explain the facts. 
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‘ More fundamental is the great problem of accounting for 
economic rationality itself. Technical methods in industry, and 
accounting as a method of control, are things which the race has 
learned by slow degrees. To understand the present situation it 
will not suffice to take these methods for granted. On the 
contrary, it is one of the economist’s chief tasks to account for 
them. The like holds true of all the great economic institutions, 
such as the capitalistic organization of business enterprise, the 
use of money, private property, the economic responsibility of 
the individual. It holds true further of the ultimate psycho- 
logical traits of human nature, with which the economist sets out. 
The fact that labor is irksome is a fact to be explained; indeed 
a very puzzling problem rather than a simple fact. For how can 
we reconcile man’s aversion to the activity necessary for his 
sustenance with his success in outstripping all other animal species 
in the struggle for survival and for domination? In the same 
way, the satiability of wants, the emergence of new desires, and 
the preference for present over future satisfactions are human 
traits whose fundamental importance makes their explanation 
fundamental problems. So also is the intelligence which men 
exhibit in acting so as to secure their satisfactions with the least ” 
effort. In fine, economic rationality is proved by ethnology to 
be an acquired aptitude. As such it is the central problem of 
economics—not a solid foundation upon which elaborate theo- 
retical constructions may be erected without more ado. Even if 
economists are justified in starting with it as an assumption, they 
are not justified in stopping before they have made it a problem. 
And when they treat it as a problem they will find themselves 
working back to habits, and from habits back to instincts. 


So far, psychological criticism indicates that the assumption 
of economic rationality is not so much mistaken as inadequate. 
It applies to the work of the captains but not to the work of the 
rank and file in industry and business; it does not explain the 
activities of consumption; and it betrays the economist into 
neglect of his chief problem. 

But do these strictures invalidate the great body of economic 
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theory? According to the English writers upon the scope and 
method of economics, the science is protected by a statute of 
limitations. It undertakes to explain only the production, evalua- 
tion, and distribution of goods in society as at present constituted. 
Such subjects as the routine character of much labor, with its 
cultural significance, and the vagaries of consumption, it leaves 
to sociology. The tasks of accounting for the present economic 
institutions and the leading traits of human nature it hands over 
to economic history, ethnology, and psychology. For itself it 
reserves the field within which intelligent choice prevails, under 
the conditions established by an organized set of institutions and 
a well-developed human nature. And this field it holds wide 
enough to require all the energy of one company of scientific 
workers. 

Superficially, such a division of labor between economics and 
her sister sciences seems not only logical but practical. But 
opinions differ concerning its actual workings. Passing over 
the obvious inconvenience of having to hunt out and piece to- 
gether the various sections of information which this scheme 
proposes that the several sciences shall provide, and the obvious 
danger that some of these sciences will neglect the topics assigned 
them, a psychologically trained reader feels that economists do 
not perform well their own part of the work under conditions 
of such narrow specialization. 

This division of labor betrays the economic theorist into 
tacitly misconceiving the mental processes involved in economic 
activity. The most serious of his misconceptions concerns the 
role played by concepts having a social origin. 

These concepts are the focal points in that organization of 
ideas which is one of the fundamental requisites of thinking. 
From one point of view, the race’s stock of concepts is its most 
valuable asset ; the summation of its cultural achievements. But, 
unlike the instincts, these concepts are not part of the mental 
equipment which the individual inherits at birth; rather they 
are something which he must acquire in the course of experience. 
However, the individual does not work them out for himself. 
Indeed, it would be far beyond the power of any human brain 
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to beat out of the tangled maze of experience, unassisted, more 
than an infinitesimal portion of the concepts which the civilized 
races have accumulated. The individual is given the benefit of 
these racial achievements. By formal and informal education he 
is gradually taught to comprehend and to use a more or less 
considerable fraction of those concepts which prevail in the 
social group to which he belongs. 

Upon the thinking and the acting of the individual the con- 
cepts thus drilled into him exercise a profound influence. First, 
they save him a vast amount of mental effort and heighten his 
efficiency. Many things he does not have to think out for him- 
self, but can take for granted. As “heir of all the ages” a 
modern child is offered, ready-made, a vast assortment of mental 
tools with which to perform his tasks. He has but to master 
their use. With this saving of effort there goes a marked 
standardization of thinking and of acting. The vagueness of 
instinct is rendered definite, the vagaries of impulse are regulated, 
by the standard ideas imposed upon each individual by his elders 
and his equals. The formation of habits consists largely in 
mastering and applying them, and these concepts, as the common 
elements in habits, make men similar to each other in their 
thoughts and actions. From another side, the concepts supply 
the basis for rationality. As logical formulations of ideas proved 
valid by long experience, their acquisition trains the individual 
in reflection, marks out the lines of his own planning, and makes 
possible a far more intellectual control over activity than he could 
attain without their use. 

But the significance of concepts is not limited to this direct 
influence upon the individual. Social concepts are the core of 
social institutions. The latter are but prevalent habits of thought 
which have gained general acceptance as norms for guiding 
conduct. In this form the social concepts attain a certain pre- 
scriptive authority over the individual. Their daily use by all 
members of a social group unremittingly molds these individu- 
als into common patterns without their knowledge, and occasion- 
ally interposes definite obstacles in the path of men who wish to 
act in original ways. Finally, the great organized systems of 
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concepts which make up the social institutions achieve a certain 
independence of their makers, and give rise to objective conse- 
quences which were never intended. Unforeseen logical develop- 
ments, unforeseen conflicts between different elements, and 
unforeseen results of acting along the lines laid down, all occur 
from time to time and react upon the communities in which the 
institutions prevail, much as personal habits react upon their 
practicers. 

Among the most important of these concepts and institutions 
are those worked out in dealing with the economic problem of 
ways and means. By using ethnological materials we can follow 
in a fashion the slow development of such concepts as ownership, 
labor, tools, exchange, trades, slavery, thrift, money. Indeed, 
we civilized men can form no just idea of the economic lives of 
our ancestors, except we prepare ourselves by patient study to 
think their thoughts after them. There can be no more convinc- 
ing proof of the vital rdle which economic concepts play in 
human life than the egregious blunders into which economists 
have stumbled through imputing the use of full-fledged modern 
concepts to primitive men. From the scientific point of view, the 
theorist commits an error no less serious when, in accounting for 
the current situation, he treats the concepts which modern men 
have gradually learned to use as if they were a matter of course, 
an integral part of man’s native endowment, something gener- 
ically human. 

Now, to pass over the evolutionary phases of this subject to 
men of other sciences almost certainly means to misconceive the 
character and underrate the influence of the current economic 
concepts. It may be logically possible to take these concepts for 
granted as among the data of economic theory, and to give an 
account of economic processes in which their character is cor- 
rectly stated and their réle receives its due recognition. But 
such is seldom the result. Economists who have “some under- 
standing of the human mind and its modes of operation” regard 
the study of these concepts as an integral part of their own task. 
Economists who would delegate this task to others, on the con- 
trary, seldom have such understanding of the human mind. 
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Accordingly they fall unconsciously into an artificial way of 
representing the mental processes of economic life. Thus the 
attempt to limit economic theory to “an analytical study of the 
motives which govern men in business and industrial life,” and 
to avoid bothering about “what the primitive man may or may 
not have done,’’®* has positive as well as negative disadvantages. 
It not only leaves untreated those evolutionary problems which 
loom so large in the perspective of modern science; but it also 
prevents the theorist from comprehending the true character of 
the limited range of phenomena with which he professes to deal.** 

These disadvantages, negative and positive, can best be shown 
by examining a concrete case—the treatment of pecuniary con- 
‘ cepts by economists since Adam Smith. 


IV 


Adam Smith’s treatment of money was shaped largely by his 
reaction against mercantilism. ‘This popular notion that wealth 
consists in money” was one of the pervasive fallacies which he 
sought to extirpate by criticism*®® and to supplant by sounder 
doctrine. Hence he was deeply concerned to show that the im- 
portant objects of attention to the economist are not money but 
“the necessaries and conveniences of life” and the labor by which 
they are produced. To him, money was “the great wheel of 
circulation,” “by means of which every individual in the society 
has his subsistence, conveniences, and amusements regularly 
distributed to him in their proper proportions.”*° His theory of 
distribution consists in analyzing “the component parts of the 
price of commodities,” and clearly applies to men who are 
making money incomes; but he insists vigorously that money 


prices are merely nominal, and that real prices are prices in 
labor.*! 


"Carver, Distribution of Wealth, pp. xiv, xv. 


“Compare Thorstein Veblen’s brilliant paper, “The Limitations of Mar- 
ginal Utility” in the Journal of Political Economy, November, 1909. 


* Wealth of Nations, Book IV, chap. i. 
“Ibid., Book II, chap. ii. 
“ Ibid., Book I, chap. v. 
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The precedent which Adam Smith set of treating money 
prices, money incomes, and preoccupation with money-making 
as superficial phenomena, has been devoutly observed by his 
successors to the present day. Walter Bagehot demonstrated, 
indeed, with his incisive brilliancy, that “English political econ- 
omy” tacitly assumes the conditions of a money economy; that 
its conclusions do not apply to any other form of social organiza- 
tion; in fine, that it is “the science of business.’’*? But, for all 
that, the economists, after his day as before, continued to warn 
their readers against being duped by appearances into attaching 
great theoretical importance to the use of money. John Stuart 
Mill stated their position with his customary lucidity when he 
wrote: 

There cannot, in short, be intrinsically a more insignificant thing, in 
the economy of society, than money; except in the character of a con- 
trivance for sparing time and labor. It is a machine for doing quickly 
and commodiously, what would be done, though less quickly and com- 
modiously, without it; and like many other kinds of machinery, it only 
exerts a distinct and independent influence of its own when it gets out of 
order.” 


On this view, money was a topic to be discussed by economists, 
but to be discussed apart from the main body of their theory. 
Hence it was relegated to separate chapters, placed after the 
chapters dealing with value and distribution. These subjects 
were developed as if the use of money made, as Mill claimed, no 
difference, save one of convenience. 

The real business of the economist was conceived to be with 
what lay below “the money surface of things.”” The language of 
the earlier writers explicitly went behind distribution in money to 
distribution in “produce” or “goods”; but their thought im- 
plicitly went behind goods to something still more fundamental. 
To a man steeped in the common-sense of Ricardo’s generation 

“Economic Studies. “The Postulates of English Political Economy,” and 
P. 79 

* Principles of Political Economy, Book III, chap. vii, §3. Compare 
the passage in the Preliminary Remarks beginning, “The difference between a 


country with money, and a country altogether without it, would be only one of 
convenience.” 
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this ultimate term of economic interest was the gaining of 
| pleasure. Jevons was merely carrying the old logic of economic 
theory to a higher point of perfection when he explicitly based 
his book upon the hedonistic calculus. In proportion as the logic 
of the subject was perfected, all excrescences sloughed off, and 
all nonessentials put aside, the use of money was noticed less and 
less. The refined and expurgated terminology of the non- 
Euclidean and mechanical types of theory has no place for the 
pecuniary concepts of the market place. For as successive writ- 
ers confined themselves more strictly to the metaphysical realities 
which they conceived to lie below the surface, the better did they 
succeed in ignoring pecuniary appearances. Nothing shows 
more clearly how unfit hedonistic psychology is for the uses of 
‘a modern science than this fact that the more perfectly the old 
hedonistic preconceptions are worked out in economics the less 
does the theory have to do with the facts. 

The less logical eclectics have succeeded much better in fram- 
ing realistic accounts of modern business processes. Marshall 
is far more lifelike than Clark or Fisher—largely because his 
“undertakers” are patently engaged in making money. But, 
aside from greater precision of detail and more up-to-date in- 
formation, Marshall makes but little advance upon Ricardo. 
Like Mill, he discusses value and distribution in the first volume, 
and postpones his treatment of money to the second. Meanwhile 
he uses money primarily as the objective measure of human 
motives, and then goes below money to the bed-rock of hedonism. 
Most of the time, however, he works not upon the hedonistic 
foundations of his theory, but upon the superstructure, where 
pecuniary motives are sufficient for his purpose. Therefore in 
many details his book may fairly be called “the science of busi- 
ness.” What Bagehot said of the classical writers is true of 
Marshall: his theory postulates the conditions of modern money 
economy, and applies to the conditions of no other form of social 
organization. But Marshall reveals no adequate appreciation of 
the intimacy with which pecuniary concepts have entered into the 
minds of men and formed their habits of thinking. He does not 
realize that the economic rationality which he reduces to a hedonic 
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basis is largely the product of the money economy. Consequently 
he fails to see how substantial a factor in shaping the whole 
modern situation has been that seemingly superficial thing, 
money. Such a grasp upon the facts, indeed, becomes possible 
only when economic problems are seen from the evolutionary 
view-point, in the light of functional psychology. 


From the latter view-point it is superficial to call the use of 
money superficial. For, during the long centuries that men have 
been gaining their mastery over the use of money, pecuniary 
concepts have been gaining a subtler mastery over men. In 
large measure, the creator of the institution has become its 
creature. 

All types of the consequences which have been shown to 
result from the use of concepts in general are found to result 
from the use of money. Mental effort is saved to the individual 
and his economic efficiency is heightened by learning the estab- 
lished practice of handling economic goods of all sorts in terms 
of the one common denominator, money. This saving of effort 
is accompanied by a standardizing of the thoughts and actions of 
different individuals which enables them to co-operate effectively 
in executing great undertakings. Further, the use of pecuniary 
concepts trains men in the use of reason. The simplicity which 
is introduced by confining attention to pecuniary value in busi- 
ness dealings renders possible accounting—a system of “economic 
rationalism.” {And daily repetition of acts directed by account- 
ing, and judged on the basis of their contribution toward 
pecuniary profits, constrains men to the repression of conflicting 
instinctive impulses and jostles them out of unprofitable habits. 
Moreover, the prevalence of pecuniary concepts establishes norms 
of conduct which exercise a prescriptive authority over recal- 
citrant individuals. A man is admired for pecuniary success, 
and pecuniary failure commonly entails disesteem as well as 
discomfort. The individual who cannot “get on” in our money- 
making world is for us defective, whether on other grounds we 
hold him saint or sinner. / Finally, the pecuniary concepts consti- 
tute a system which is measurably beyond the control even of 
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society as a whole and which ever and again produces conse- 
quences which no man willed. ‘Monetary and banking systems, 
practices regarding mercantile credits, the pecuniary organization 
of business enterprises, the financial policies of governments, the 
inter-adjustments of the system of prices, the machinery of 
security markets, all are features of the money economy which 
man has made only to fall under their power.) 

Now since the use of pecuniary concepts has had so large a 
part in shaping the current economic régime, no theory can 
account for this régime in a fashion satisfactory to modern men 
so long as it slights the role of money. If it be answered that 
economic theory does not attempt to account for, but to give an 
account of, the pesent régime, the rejoinder is twofold. First, 
modern science reckons no theory of life phenomena adequate - 
unless it indicates the line of derivation. For, in this field, the 
present is conceived to be the result of the past, and hence capable 
of being understood only as the factors in the process of develop- 
ment are made clear. Second, the attempt to explain the present ' 
as an accomplished fact without constant reference to the process 
of evolution, results in a theory which is artificial, superficial, 
and incomplete. 

When economists ignore the use of pecuniary concepts by 
modern men, they must find other concepts to play the vacant 
role. Their usual device is to picture their own contemporaries / 
as thinking in terms of marginal utility and disutility. The 
accounts thus framed of economic activities are artificial, because 
our contemporaries commonly think of goods in terms of money “ 
prices and of labor in terms of money wages—particularly in the 
highly organized sphere of business traffic, characteristic of the 
present régime. What is clearly present in a business man’s 
train of thought is read out and a substitute is read in—a sub- 
stitute which must be feigned to be in the dim region below the 
threshold of consciousness. {A second artificial result is that to 
ignore pecuniary concepts and to deal directly with imputed ideas 
of personal reference puts the man of today and the savage upon 
substantially the same footing so far as their mental attitude 
toward goods and labor is concerned. When the elaborate fabric 
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of economic concepts, wrought out by countless generations, is 
ignored, the chief differentiating characteristic of the modern 
man and the modern social régime is dropped. 

To present refined hedonistic calculations dealing with 
marginal increments of goods and labor as the guide of economic 
activity is superficial, because it does not reveal the institutional 
basis and the partial character of human rationality. The man 
created by the imagination of economists is indeed a thin and 
formal character in comparison with the heir of all the ages, 
with his rich racial inheritance of instincts, his dower of social 
concepts, and his wealth of habits. His very rationality gets its 
character from the institutions under which he is reared. It is 
a formal scheme imposed upon him with varying degrees of 
thoroughness, always in conflict with the human nature which he 
has inherited from uncounted generations of savage ancestors. 

The more perfectly the strict logical implications of marginal 
utility are worked out, the more incomplete does it become as an 
account of economic processes in the money economy. For the 
reflex influences of pecuniary institutions upon economic activities 
cannot consistently be included in a theory which regards the 
use of money as superficial. That the making of goods is sub- 
ordinated to the making of money; that industrial experts are 
similarly subordinated to business experts; that the orderly 
working of industrial processes is strictly dependent upon the 
maintenance of the precarious adjustments between various sec- 
tions of the system of prices; that the rate at which gold is 
produced and the way in which banking is practiced affect the 
material welfare of millions of men; that different economic 
classes feel the disciplining hand of the money economy in such 
unlike measure as to find difficulty in understanding each other’s 
preconceptions—these are a few among the pregnant conse- 
quences resulting from the use of pecuniary concepts which our 
marginal-utility theorists are prone to overlook. What we know 
about them has been developed in the monographic literature 
which commonly makes no use of marginal-utility theory. Just 
what effects these consequences, and the further consequences 
flowing from them, have upon the processes of economic life, 
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constitutes a problem not less difficult than important which will 
never be solved till we have a theory based upon adequate 
psychological knowledge and aiming to give an account of eco- 
nomic processes as they run in the money economy. At present 
we remain ignorant, because we have leaped past pecuniary con- 
cepts in our haste to reach the marginal utilities assumed to be 
behind them. 

Pecuniary concepts, then, are much more than a set of empty 
symbols, which men use merely to facilitate their thinking, but 
which do not otherwise alter the substantial features of economic 
activity. Consequently, the theorist who leaves them out of 
account, in order that he may get an unobstructed view of the 
realities for which the symbols stand, becomes superficial where 
he means to become profound.*# The problem of what does 
stand behind the symbols, however, remains a problem to be 
pressed. Of course, for many purposes of economic theory, it 
does not matter for what people want their dollars. And in 
many cases little does lie behind the dollars: the symbols have 
become the real thing. As McDougall, after many others, says: 
“With men nothing is commoner than that the earning of money, 
at first taken up purely as a means to an end, becomes an end in 
itself.”*® Nevertheless, discriminating analysis is needed of the 
relations between pecuniary concepts and concepts of service- 
ability, both in the technical and in the personal uses of goods. 
But economists will not be equipped to deal with such subtle 


“An admirable illustration of this issue is afforded by Professor Veblen's 
recent criticism of Professor Fisher’s Rate of Interest, and the latter’s reply. 
Veblen pointed out that the rate of interest is a phenomenon of organized 
business traffic, and that these phenomena “can no more be handled in non- 
pecuniary terms than human physiology can be handled in terms of the amphi- 
oxus.” Fisher replied somewhat in the manner indicated in the text (Political 
Science Quarterly, June and September, 1909; pp. 298-303 and 512, 513). 

It is interesting to notice that Veblen recognized the self-consistency of 
Fisher’s treatise as an example of the mechanics of self-interest, and held that 
the omission of pecuniary concepts creates difficulty only when the theory is 
applied in explanation of current business phenomena (p.'296). By trying to 
meet Veblen upon the latter ground, Fisher admits the fairness of submitting 
his theory to the test of correspondence with facts. 


* Social Psychology, p. 349. 
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problems until they have acquired skill in psychological analysis. 
They cannot even see the problems clearly until they cease ignor- 
ing the use of pecuniary concepts and imputing ideas of marginal 
utility to men whose own thinking runs in dollars and cents. 


If pecuniary concepts are so large a factor in economic life, 
how is it that they have been ignored in favor of discussion in 
terms of marginal utility without producing more glaring ab- 
surdities ? 

The answer to this question is found in an apparent paradox. 
While ignoring the letter of the pecuniary law, the classical 
economists and their successors have really exaggerated its spirit. 
They produced this curious result by unwittingly absorbing the 
essence of pecuniary rationality into their tacit assumption of 
hedonic psychology. Then they applied this hedonism as the 
universal law of human nature, thus representing all mankind as 
ruled by the psychological parallel of pecuniary logic. 

In the highly organized money economy of today, most 
economic activity takes the form of making and spending money. 
In varying measures, all men living in this environment are 
constrained to conform their thoughts and actions to the condi- 
tions which it presents. These conditions form a coherent system 
with its own rules of conduct. To make pecuniary gains and to 
avoid pecuniary losses are the sole motives for activity which the 
money economy recognizes. ) The general method of making 
money is by repeated series of purchases and sales; the means of 
directing action is accounting; the criterion of success is the 
balance-sheet. Hence the money-maker should be an unerring 
calculating machine, automatically feeding itself pecuniary data 
and grinding out correct pecuniary results. Vigorous instincts, 
ardent emotions, strong habits, aside from the instinct of acquisi- 
tion, the love of money, and the habit of cool calculation, find no 
place in this system of ideas, because they are hindrances rather 
than helps to the making of money. \Indeed, the perfect creature 
of the consummate money economy need have no springs of 
action within himself, provided activity can be excited in him by 
every prospect of making or of losing money. To stimuli of this 
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order, he should be acutely sensitive; to stimuli of other orders 
he should be inert. Every interest of his life should be reducible 
to terms of one common denominator—the dollar. Perfect 
pecuniary rationality should be his chief psychological character- 
istic. 

This formulation of the mental operations of an ideally 
perfect money-maker can be converted into a passable formula- 
tion of Bentham’s hedonism by merely turning pecuniary into 
psychological terms. Substitute pleasure for profit and pain for 
loss, let the unit of sensation stand for the dollar, replace 
accounting by the hedonic calculus, interpret self-interest as the 
maximizing of net pleasures instead of net profits, and the 
transformation is complete. The creature of hedonic psychology, 
like the creature of the money economy, has substantially no in- 
stincts, emotions, or habits, which are not embodied in the 
pursuit of pleasure along the road of calculation. Both creatures 
are essentially passive, so that the theorist accounts for their 
actions by studying the motives offered by their environments. 
These external motive forces—net resultants of pleasure-pain or 
profit-loss complexes—attract and repel men with such mechani- 
cal precision that knowledge of their workings is all the knowl- 
edge necessary to forecast human action. Complete reliance may 
be placed upon the rationality of both the pecuniary and the 
hedonic subject. 

This parallelism is no accident. The exaggerations involved 
in the preceding formulation of pecuniary psychology would be 
obvious to common-sense were it seriously offered as a competent 
statement of the operations of the human mind. But familiarity 
with an environment which unremittingly drills everyone in the 
recognition and acceptance of pecuniary motives and pecuniary 
calculations as norms of conduct lends much of its plausibility 
to hedonism. It is exceedingly doubtful whether such hyper- 
rational view of human nature could have gained wide credence 
among men not themselves disciplined in the use of pecuniary 
concepts. For whatever reason, the classical economists did 
accept, implicitly or explicitly, the hedonistic psychology, and 
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conceived their economic man in its terms.*® The essential 
feature of the conception is that it assigns the guidance of eco- 
nomic activity to a scheme of rational calculation essentially 
like the scheme of rational calculation which the money economy 
inculcates. 

Hence it is that the formal neglect of pecuniary concepts by 
economists has not produced results patently out of line with 
the facts of the money economy. And hence it is that this neglect 
has not forced itself upon the attention of the theorists as a 
mistake. The difference made by crediting the rdle really played 
by pecuniary rationality to hedonistic rationality has been chiefly, 
though not merely, formal. The most generally appreciated 
error resulting from this misconception has been the exaggera- 
tion of rational calculation as a factor in guiding activity. Had 
economists understood the true nature of such calculation—had 
they seen it as a system of ideas inculcated in a recalcitrant 
human nature by the development of pecuniary institutions—they 
would have been less rash in assuming that men may be treated 
as calculating machines. Also they would have found and 
attacked the problems: Why is pecuniary rationality so difficult 
for men to learn; why do certain classes learn the lesson more 
perfectly than others; why is its rule firmer in making than in 
spending incomes; what is the relation of this rationality to the 
elder traits of human nature; and how far do the latter maintain 
themselves in the struggle for domination with their younger 
rival? 

This statement of the reason why the formal neglect of 
pecuniary concepts has not resulted in more serious errors, 
serves also to explain why a mechanics of self-interest helps 


“As has been shown above, however, the classical economists were some- 
what inconsistent, both in admitting the instinct of sex, and in making some use 
of pecuniary concepts. But Jevons and those who have worked upon the 
mechanics of self-interest since his day, wiped away these realistic blemishes, 
and developed economic theory directly from the hedonic calculus. A few 
writers of this type, like Fisher, have formally repudiated Benthamism; but 
they have kept the old ideas while adopting new words. Meanwhile the eclectic 
writers have made large use of the same conception of human nature for the 
framework of their theories, 
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toward an understanding of current economic life. For, this 
system of mechanics is an elaboration of pecuniary logic—save 
chiefly for the fact that pecuniary motives are expressed in 
terms of satisfaction and want, or desire and aversion. Pecuniary 
logic is such a momentous factor in the economic situation, that 
a clear working-out of theorems along its lines of logical develop- 
ment is illuminating. In other words, this type of economic 
theory exhibits the spirit of our pecuniary institutions freed 
from the meshes of irrational human nature. And modern men 
are sufficiently under the sway of pecuniary logic to make such 
economic theory plausible. But this plausibility is due to a 
confusion of ideas, and constitutes no valid reason for continuing 
to ignore pecuniary concepts or to neglect psychology. 

Finally, the same line of thought explains why hedonistic 
explanations become more artificial the farther they are pushed. 
The discipline of economic life in the money economy at its 
present stage of development inculcates pecuniary rationality 
with greater thoroughness in the field of organized business traffic 
than elsewhere. Consequently, the hedonistic analogue of 
pecuniary rationality applies best to problems of production and 
distribution, which are nowadays business problems in the main. 
Consequently, also, it applies less well when extended to explain 
the consumption of wealth or the ultimate springs of economic 
activity, which are not business problems. Hence hedonistic 
preconceptions have worked less harm in the work of the classical 
writers and of the modern eclectics than in the work of the non- 
Euclidean and mechanical theorists. For the former groups 
deal with a rather restricted range of essentially business 
activities, while the latter often seek to make some form of 
hedonic calculus afford a rational explanation of the whole of 
economic life. 


V 


The discussion of how economists have treated pecuniary 
concepts was entered upon to show the ill results of separating 
the task of framing a theory of the current economic régime 
from the task of explaining how this régime has come to be. 
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We have seen that by taking the facts out of their evolutionary 

perspective, the economists made the grave blunder of thinking 
' that pecuniary concepts are a set of empty symbols to be disre- 
garded as superficial. By so doing, they made their theory of 
the current business processes artificial, superficial, and incom- 
plete in certain definite respects, and they obscured the genuine 
problem of the relation between the ideas of pecuniary value and 
of serviceability. They were saved from patent absurdities and 
confirmed in their mistaken practice, partly by the fact that 
eclectics have never dropped pecuniary concepts altogether from 
sight, but chiefly by the fact that their hedonistic logic ran 
roughly parallel to pecuniary logic. 

If economists cannot hand over to others the study of how 
men have acquired their present measure of rationality without 
falling into misconceptions which vitiate the work which they 
themselves attempt to perform, they clearly do need the psycho- 
logical training which Mr. McDougall recommends. It is clearly 
unsafe for them to take man’s rationality for granted. And it 
is clearly unwise for them to continue trusting and using the 
traditional hedonistic psychology. 

A few workers have already begun to develop a more scien- 
tific type of economic theory—a type which looks at its material 
from the evolutionary view-point, even when it does not go at 
length into the details of past development. In this type of 
theory, there is no logical need of positing an abstract human 
nature characterized by rationality. On the contrary, its leading 
problem is to account for the actual human types which are 
found in every nation, by tracing the processes by which habits 
and institutions have grown out of instincts, and by examining 
the fashion in which the new acquisitions and the old traits 
combine in controlling economic conduct. But these workers are 
not yet skilled and their task is difficult. Consequently, the 
counsel and example of a trained psychologist must seem most 
welcome. 


. WeEsLeEy C. MITCHELL 
UNIVERSITY OF CALIFORNIA 











NOTES 


THE CAPITALIZATION PROCESS 


In the discussion of interest in Professor H. J. Davenport’s 
book on Value and Distribution is the following formulation: 
“The value of any productive instrument is the present worth of 
all the future incomes attributed to it, as computed under the time- 
discount rate established in the loan fund market.”* 

This is the conventional and typical theory of capitalization. 
The paragraph is in italics and is evidently meant to be a concise 
and accurate statement of doctrine. The errors it contains could 
only result from a failure to make a clear analysis of the process 
by which a productive instrument has a value put upon it. The 
purpose of this criticism is to make clear certain phases of that 
process and to show that a prevailing rate of interest does not 
necessarily have anything to do with the fixing of the values of 
production goods. 

To say that the value of an instrument is found by the dis- 
counting of its putative future incomes at one market rate is to 
infer that those incomes are of a specific market quantum. It 
presupposes a homogeneity of entrepreneurs, when as a matter of 
fact not only are entrepreneurs different in themselves but each 
occupies a situation peculiar to himself in relation to the instru- 
ment. The productive importance of an instrument, whether it 
be a piece of land, a machine or what not, is different for each 
different entrepreneur. The instrument fits into the business of each 
in a different way. A farmer with large hay ‘barns would not be 
likely to pay much for a hay-stacker but would pay a good price 
for a hay-loader. With his neighbor, who is just as well off in 
other ways but who stacks his hay in the open, the reverse is true. 
The man who can get most out of an instrument is the one who, 
other things being equal, can pay the most for it. He pays what 
he has to, and whatever he gets out of it more than could his 
closest competitor at the same expense is a producer’s surplus. 


*P. 242. 


217 





218 JOURNAL OF POLITICAL ECONOMY 


The market price of an instrument need not, and usually does not, 
represent all the present worth to the purchaser of the rents he 
expects to get from it. Then what present worth does it represent? 
Is it a general average of present worths? The various possible 
sums of rents from the same instrument to different entrepreneurs 
should, in strict logic, be discounted into various present worths. 
How are those worths all accounted for in the fixing of the market 
price? This brings us to the question whether the same discount 
rate is used by all entrepreneurs. 

What is it that determines whether we buy a typewriter or a 
bicycle? How does the farmer decide whether to buy a rake or a 
corn planter, another horse to use in farming, or a better wagon 
on which to haul his produce to market? In each case the cost 
and the income services of one good are weighed against the cost 
and the income services of the other. But in small transactions, 
such as these, a decision is reached by lump comparisons. The 
discounting process is less exact than in more extensive buying, 
partly for the reason that the smaller the transaction, the less likely 
is the buyer or seller to higgle over the price, and partly because 
the purchaser of a single complementary instrument of production 
does have for his individual consideration a problem of distribu- 
tion. The purchase made is the one that promises the largest re- 
turns in proportion to cost, but the purchaser probably could not 
express those returns as a fraction of the purchase price. 

Let us consider now a larger transaction in which an exact dis- 
count rate is used: for example, the buying of a business. The 
careful investor does not bid for a business on the basis of the 
returns the present owner is getting. Those returns do not occupy 
the greater part of his attention. He rather finds out what advan- 
tages the present owner has that he himself will not have, and 
especially what forces he can bring to bear that the present owner 
does not wield. When satisfied as to what he can make out of the 
business, he takes steps to find out the lowest price at which he 
can get control of it. This done, he compares the purchase price 
and the yearly income to find what will be his rate of return from 
the investment. When several opportunities are before him, he 
chooses the one that promises the highest rate of return, the rate 
of return from the next best possible investment being the standard 
by which he judges the best. It is only when he debates the ques- 
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tion whether to lend or to invest, or considers as to the advisability 
of borrowing additional capital for investment, that the market rate 
of interest is necessarily a part of his calculations. 

When we say that entrepreneurs differ as well as their situa- 
tions, it might be objected that at last a part of the income that one 
entrepreneur gets, more than could another, from the use of an 
instrument, is due to differences in the men and should be attributed 
to him as profit rather than be classed as rent from the instrument. 
This is undoubtedly the case; but it remains true that the rents also 
are different and that each man makes up his own mind as to what 
he can afford to pay for the instrument. Then for the purposes of 
our present problem it is not necessary to enter into a discussion 
of the apportionment of these differences of incomes into profits 
and rents. 

What, then, in the light of this discussion, can be offered as an 
improvement over the formulation criticized? Theoretically, it may 
be said that the market value of a given productive instrument is 
equal to what the marginal investor in that line of goods estimates 
to be the present worth to him of all the incomes that would 
accrue to him with the use of that instrument. But it is nevertheless 
true that the market value of a productive instrument is fixed by 
the equating of demand and supply forces. Each of the competing 
entrepreneurs whose bids make up the demand makes his own esti- 
mate of the incomes that will come to him from the use of the 
instrument in question, and he also computes the present worth of 
those incomes by the use of a time-discount rate peculiar to him- 
self. Value does not accrue to a productive instrument by virtue 
of the value of its products except in the same inaccurate sense in 
which the value of a consumption good comes from the utility 
contained in it. Each sort of goods must go through a market to 
have a market value put upon it. Even though a good is unique 
and has never been sold, its value comes to be estimated according 
to the offers the owner must refuse in order to keep it. Value, 
wherever found, is the resultant of forces that come to bear only 
where there is the personal activity of various individuals bidding 
for the items of a supply. 

D R Scott 
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WASHINGTON NOTES 


An InQuiry INTO PRICES 

FEDERAL INCORPORATION 

An Important Tax DECISION 

PostaL Savincs BANK PLANS 

Tue CANADIAN BANKING SYSTEM 

An important step has been taken by the Senate in determining 

to authorize an investigation into the costs of living in the United 
States—as affected by recent changes in prices, alterations in the 
supply and cost of production of gold, and other circumstances— 
as well as into the variations in rates of wages within recent years. 
This action was taken by the Senate on February 9, and is the 
outcome of a lengthy struggle continuing almost since the begin- 
ning of the current session of congress. It was sought by Demo- 
crats and others, at the beginning of the session, to force 
the passage of a resolution providing for such an investigation; 
but the leaders in Congress have resisted any such undertaking up 
to the present time because of the belief, existing in some quarters, 
that it would result in giving opponents some political capital. An 
effort on the part of the Ways and Means Committee of the 
House, some weeks ago, to secure permission to open an inquiry 
of the kind now contemplated was followed by an unofficial an- 
nouncement at the White House that the President intended to 
request the Tariff Board in the Treasury Department to begin a 
thorough investigation into tariff schedules, costs of production, 
and of course comparative prices asked in this and foreign countries 
for staple articles. The action thus taken convinced the Senate 
leaders that it would be dangerous to allow the inquiry to slip into 
other hands, and it was deemed best to forestall work on the part 
of the Tariff Board which might prove dangerous. The passage 
of the resolution of February 9 has been the consequence. The 
resolution adopted is the so-called “Elkins resolution” presented 
originally by Senator Elkins, of West Virginia, but now accepted 
in a somewhat changed form. As passed, the resolution gives 
power to employ experts and to make a thorough study including 
the effect of the tariff and of other legislative measures upon 
prices. Statements on the part of Senate leaders are to the effect 
that besides holding “hearings” of the usual congressional type at 
which more or less interested witnesses will testify, it is intended to 
employ competent students of prices for the purpose of compiling 
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material comparable to that which was prepared for the Senate 
Finance Committee some years ago as the “Report on Wholesale 
Prices and Wages.” Leading spirits in the Senate, however, 
assert their intention to hasten the progress of the investigation 
in order to make its results available before the political campaign 
of next autumn. The scantiness of the statistics of wages and 
prices now regularly prepared and issued by the federal govern- 
ment was strikingly illustrated during the course of the Senate 
debate on the Elkins and other resolutions authorizing the present 
inquiry when the Department of Commerce and Labor was called 
upon for such data as it might have already in its possession and 
responded only with a few scattered figures partly drawn from the 
reports of the Bureau of Labor and partly from secondary sources. 


An important step in furtherance of the programme of the 
Taft administration for the passage of “constructive legislation” 
has been taken in the presentation to Congress of a bill drawn by 
Attorney General Wickersham and providing for the incorpora- 
tion of enterprises under federal law. The measure is the result 
of several weeks of work on the part of the attorney-general pre- 
ceded by months of cabinet and other deliberations. It has been 
introduced in the two houses of Congress by the chairmen of the 
judiciary committees, making its appearance in the lower chamber 
as H. R. 20,142. The bill provides for the formation of corpora- 
tions by any five or more persons to engage in trade between the 
several states or with foreign nations, etc. Such a concern is to 
have a capital stock of not less than $100,000 and the articles of 
incorporation are to state what part of the capital is to be con- 
tributed in property other than money. The Commissioner of 
Corporations is vested with authority to examine the articles and 
to ascertain that they comply in all respects with the terms of the 
law. Corporations thus formed are to have all the powers usually 
granted to trading corporations but no such corporation thus formed 
is to be allowed to purchase, acquire, or hold stock in any other 
corporation. No corporation is to be allowed to engage in the 
banking business in any way. Two or more kinds or classes of 
stock may be issued by the concerns and the usual “stock books,” 
etc., are to be kept. All of the ordinary financial powers, of 
assessing stock and the like, are vested in the board of directors. 
In sec. 17 is found the provision that while the corporations may 
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purchase any property that they need for their regular business, 
they shall be required to file in the office of the Commissioner 
of Corporations before issuing any stock in payment for such 
property a statement describing the property, stating the number 
of shares issued, the terms of any existing agreement for the 
transfer of such property, and other material information. A 
statement of the value of the property made by two disinterested 
appraisers is also to be filed. Reports of business are to be filed 
with the Commissioner of Corporations each year, and provision 
is made for the forfeiture of the charters of corporations which 
have violated the terms of such charters. The proceedings against 
the concerns may take effect either through the appointment of 
receivers at the request of the attorney-general or by the passage 
of an act of Congress. 

The federal incorporation act is lengthy and goes in detail into 
the various regulations and methods of control which are thought 
to be necessary for the proper regulation of the concerns to be 
organized. Thus far no serious attention has been given the meas- 
ure by the committees in charge and nothing more is likely to be 
done at the current session of Congress than to hear testimony 
regarding it. Both President Taft and the attorney-general have 
however heartily indorsed the measure and the passage of some 
such bill will undoubtedly be made a cardinal feature of the pro- 
gramme of the government during Mr. Taft’s retention of the 
presidential office. The measure is already looked upon with 
alarm by all believers in states’-rights doctrines as well as by 
those who foresee in such a plan an unavoidable interference with 
the fiscal systems of the several states due to the prospective aban- 
donment by corporations of their state charters in favor of: char- 
ters to be obtained from the national government. 


In two important decisions rendered on January 17 the Federal 
Supreme Court has determined the controversy between the State 
of Kansas and the foreign corporations which have sought to gain 
entry into the state without being subject to the severe restrictions 
which were to have been imposed under the legislation of Kansas 
passed in 1898, 1901, and 1905. The decision which is likely to 
serve as a precedent is that of Western Union Telegraph Co. v. 
State of Kansas. (No. 4, October Term, 1909). In this it is held 
that the effort of the state to penalize certain classes of foreign 
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corporations under the pretense of taxing them is unconstitutional. 
The issue arising out of the statutes already mentioned lay in the 
fact that Kansas sought to authorize a so-called State Charter 
Board to receive and pass upon applications from foreign corpo- 
rations to do business within her limits. The application was to 
be accompanied by a fee of $25. If the Charter Board, after it 
had determined that the concern was organized in the way re- 
quired of domestic corporations, granted the application it might 
issue a certificate to that effect. Then the concern, before filing its 
charter with the secretary of state, was required to pay a tax of 
one-tenth of 1 per cent. of its capital stock upon the first $100,000, 
one-twentieth of I per cent. upon the next $400,000, etc., such tax 
to be used for the benefit of the permanent school fund. The 
Western Union declined to pay the tax demanded, and continued 
to do telegraph business of all kinds within the state. This was on 
the ground that the company had the right to do both interstate 
and local business in Kansas, that it had been doing a general 
business in the state for some time, and that its Kansas lines were 
upon the public domain and upon military and post roads. Other 
reasons for declining to pay the fee while continuing to do busi- 
ness were also offered. The result was a request from the state 
for a decree of ouster which was granted by the Kansas courts. 
The case was then transferred to the Supreme Court of the 
United States. That tribunal in deciding the case holds that such 
a decree as was asked for ought to have been refused on the 
ground that the legislation of Kansas was in violation of the com- 
merce and due process clauses of the Constitution of the United 
States. “The company” says the court, “was not bound under any 
circumstances to surrender its constitutional exemption from state 
taxation direct or indirect in respect of its interstate business and 
its property outside of the state, any more than it would have 
been bound to surrender any other rights secured by the national 
Constitution.” Moreover “the right of the telegraph company to 
continue the transmission of local business in Kansas could not be 
made to depend upon its submission to a condition prescribed by 
that state which was hostile to the letter and spirit of the Con- 
stitution.” The company is therefore held to have acted entirely 
within its rights and without the necessity of relying upon the 
other grounds of argument which are enumerated in the briefs of 
its attorneys. This position on the part of the Supreme Court 
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is likely to operate unfavorably to a number of laws which have 
been adopted or are contemplated by southern and western states 
for the control of so-called “trusts” whose operation within the 
state limits has been objected to. 


Senator Carter’s amended postal savings bank bill (S. 5876, 61st 
Cong., 2d Sess.) has been reported from the Senate Committee on 
post-offices and post-roads and debated in the Senate. This action 
raises one of the most far-reaching financial questions that has 
been taken up by the federal government since the Civil War 
period. In discussing the postal-savings question heretofore there 
has been a tacit understanding throughout Congress that the dis- 
cussion was to be merely for political effect and without any real 
intention of acting upon the measures proposed. The debate now 
undertaken is of more sincere character, as President Taft and the 
leaders of Congress have made known their purpose of pressing 
the bill through to success if possible. It is the view of the Presi- 
dent that such action is demanded by the platform pledges of the 
Republican party, and to this opinion some of the leaders, however 
reluctantly, have assented. The Carter bill as now offered is little 
more than a skeleton outline of legislation. It contains the usual 
provisions regarding the deposit of funds in post-offices, and places 
almost the whole power over the system in the hands of a board 
of cabinet officers which is to include in its membership the Attor- 
ney-General of the United States, the Secretary of the Treasury, 
and the Postmaster-General. These officers are left, with but few 
limitations, to work out a system for the control of the savings 
deposited in the post-offices. Only in one particular does the bill 
show the result of detailed work. This is in relation to the use 
to be made of the savings. Heretofore it has been assumed that 
the savings when collected would be directly invested in United 
States government bonds. This idea has led some of the advo- 
cates of a central banking scheme to favor the plan because they 
believed that it would afford some means of relieving the national 
banks of their 2 per cent. bonds which would be a heavy burden 
if the institutions were to be deprived of the privilege of note 
issue based on bonds, either immediately or by some gradual 
process of transfer. On the other hand, the plan of investing the 
savings in the 2 per cent. bonds has not been satisfactory to the 
banks because they believed that in this way the various communities 
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and the banks therein would be deprived of their savings. In order 
to meet this objection and at the same time to block the plans of the 
central-bank advocates the Carter bill includes a section in which 
it is provided that the funds shall be redeposited in local banks in 
the communities from which they are received. The deposit is to 
be made in state and national banks indifferently, in proportion to 
capital, and the security given to the government may consist of a 
simple indemnifying bond such as can be obtained from any bond- 
ing company. Only in the event that the banks refuse the de- 
posits are the funds to be deposited elsewhere or invested in securi- 
ties. It is already plain that this question of using the deposits is 
to be the main point of cortention around which the struggle will 
center. Whatever agreement may be arrived at by the leaders of 
the upper house the question will recur in the lower chamber, where 
the bill will have its final test. The disorganized condition of the 
House as well as the inability of the conservative leaders to dictate 
legislation there will materially interfere with the shaping of the 
measure in such a way as to conform to the central bank plan. 


The National Monetary Commission has issued, after consider- 
able delay, “The History of Banking in Canada” (Senate Docu- 


ment No. 332, 61st Cong., 2d Sess.) as the next in its series of 
monetary and banking monographs. Mr. Breckenridge in this 
work has brought down to the end of the year 1908 the history 
of the Canadian system, and has given a number of useful tables 
and reprints of legislation. The book is based upon the author’s 
former monograph on the Canadian Banking System, but is purely 
historical, as well as considerably more condensed in its mode of 
treatment than the earlier work. The commission expects to con- 
tinue issuing the monographs that have been prepared for it as 
rapidly as possible and this will constitute the sole work of the 
organization during the current winter and spring. 
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The Rise and Decline of the Wheat-growing Industry in Wisconsin. By 
JouNn Grirrin THompson. Bulletin of the University of Wisconsin. 
No. 292. Madison, Wis., 1909. 8vo, pp. 250. 50 cents. 


This monograph aims to give an account of the wheat industry of Wis- 
consin, especially since 1850, by separate decades, which are made to serve as 
historical subdivisions for the discussion. In the preliminary chapters attention 
is called to the unique position of Wisconsin in the rapid rise and decline of 
wheat-growing, and to the general conditions existing in the state before the 
appearance of the railroads. In addition to this historical and statistical treat- 
ment of wheat-production by decades, we find in concluding chapters a dis- 
cussion of the flouring industry in Wisconsin, and an account of the Milwau- 
kee wheat market in the days of its greatest activity. The effect of the 
government’s land policy on wheat-growing in Wisconsin, as well as in the 
other states of the West, and likewise the relations between the wheat-grower 
and the railroads, furnish other phases of the agricultural history of this state 
during the wheat-growing period. Many causes for the decline of wheat-growing 
are mentioned, such as declining profits, insect pests, the competition arising 
from diversified farming, and especially from tobacco and cereal crops, Much 
is attributed to dairying, for which the state is particularly adapted, as one of 
the chief activities that has gradually forced the wheat crop out of the state 
on to the less expensive western lands. The competition of these same western 
lands is of course mentioned as a factor making for the decline of the Wis- 
consin crop. It is then to the changing experience of this section of the former 
wheat belt, characteristic of many wheat-growing states, but more pronounced 
perhaps in Wisconsin, that our attention is called by this monograph. 

Into this new territory began a steady flow of population in the late 
thirties and the forties. The settlers brought with them their former methods 
of agriculture, adapting these to the frontier. The wheat crop seemed best 
suited to this new country and the soil was favorable for its cultivation. The 
“persistent tendency to grow wheat exclusively” was due, we are told (p. 23), 
to the “scarcity of labor and capital on the one hand, and the great plenty and 
cheapness of fertile land on the other, together with the fact that wheat has 
always been a great cash crop.” Facts not generally recognized were the 
tendency toward diversification in Wisconsin before 1850, pointed out by the 
author, and attributed to the “breakdown of the early home market’; and the 
evidence of crop failure and decline in yield prior to that date. This statement 
of conditions one cannot but feel is unduly emphasized. Surely the early set- 
tlers of Wisconsin could not have entertained very seriously the idea of a 
“home market” prior to 1850, or the belief that the demand of any home 
market, however effective, could absorb their increasing production, 

We are told, however, that the coming of the railroads in the fifties 
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saved the situation; outside markets became accessible; new farm machinery 
was introduced; greater specializing in wheat followed with more rapid 
exploitation of the soil. The public land policy of the government, together 
with land-grant railroads, also emphasized “excessive specialization.” Waste- 
fulness and speculation in growing land values was the order of the day. All 
conditions seemed to promote this one-crop system of agriculture. The peculiar 
dependence of the wheat farmer on the railroad, and the reliance of the rail- 
roads in turn on wheat traffic as a chief source of earnings resulted naturally 
in higher rates, discrimination, inadequate facilities, dissatisfaction, suspicion, 
and finally hostile legislation, in spite of the fact that in the railroad was found 
the only salvation for this expanding crop. 

The Granger movement finds quite naturally a proper setting in this 
story, but little attention is given it. A fuller treatment, particularly of the 
Granger legislation in Wisconsin, would have been desirable if the relation of 
wheat-growing to the railroads, and the railroads to wheat-growing, was to be 
mentioned or discussed at all. 

Other forces, in process of time, made for more diversified agriculture. 
The farmer became less dependent on the railroad to place his one crop on the 
market, and the railroad less dependent on the farmer’s single crop for traffic, 
to the mutual benefit, we are told, of both parties. 

The new agriculture of the state, the second stage, so to speak, which 
followed next after exclusive wheat-growing, was not what would be called 
specialized farming, but rather the general diversified raising of grain and live 
stock. Later, dairying began to be resorted to in a general way, developing 
more and more, however, as time went on, into the “characteristic farm 
industry.” This was especially true in certain sections of the state. Dairying, 
we are told, required a higher degree of intelligence, renovated the soil, and 
proved far more profitable to the farmer. The tobacco crop, to a less degree, 
was also a factor in displacing wheat in some sections. With reference to this 
statement it must be remembered that the acreage devoted to tobacco, while 
rather large in two or three counties of the state, cannot be considered, how- 
ever, a very serious encroachment upon what was formerly an extensive area 
occupied by wheat. 

The final chapter deals with the probable future of wheat-growing in the 
state. Even in view of the large production of wheat in such states as Ohio 
and New York, the author’s conclusions seem to furnish us little hope or 
prospect for any immediate or extensive revival of the crop in Wisconsin, due 
to other and more profitable branches of agriculture already firmly established. 

An appendix of necessary and valuable data is added, consisting of some 
twenty-three tables and numerous charts and maps. 

In reading this survey of Wisconsin’s agricultural history, one gets the 
impression of severe and undue criticism of early farming methods in the 
State. The hardships and inherent difficulties of the new West and its agri- 
culture cannot be traced entirely to a one-crop system. They are incident to 
the frontier. Here seems to be a tendency to judge early conditions in a new 
country from the more modern point of view. What is good sense and expedi- 
ent today might not have been the wise policy then. Dairying, tobacco-raising, 
and mixed agriculture without doubt seem to be the proper programme for the 
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Wisconsin farmer of today, because such agriculture pays; but are we to sup- 
pose that the farmer of fifty years ago was less sensitive to his best economic 
interests in the raising of wheat? He raised wheat year after year because it 
paid him to do so. As Professor Daniells is quoted (p. 27): “Poor farming 
was the only profitable farming and consequently the only good farming; an 
agriculturo-economical paradox from which there is [was] no escape.” There 
was a wheat-growing stage in the movement of civilization westward, and to 
question the wisdom of the prolonged part played by the Wisconsin farmer in 
it is as futile as to disparage the days of the hand loom. A better apprecia- 
tion of economic evolution, in its relation to agriculture, would give full credit 
to the early wheat-raiser of the country and to the methods he employed. 

On the other hand one regrets that a fuller and more detailed account 
was not given of the progress made in technical improvements in agricultural 
machinery during the period covered. This progress is a real and vital part of 
all modern agriculture. A similar criticism or suggestion might be made re- 
specting a more thorough analysis of the effects of the panics of 1857 and 
1873, and likewise of the Civil War, on the agriculture of the state and on 
wheat-raising in particular. Too much stress and credit, we are disposed to 
think, have been given to dairying as a substitute for wheat-raising, and not 
enough consideration to the various crops now so generally cultivated. Has 
adequate attention been given, some will ask, to the discouraging effects and 
general destruction of chinch bugs, etc., in limiting the crop within the 
state? Are not these things the real obstacles to wheat-raising, or the risk to 
which the farmer in Wisconsin is subject even today? 

One other difference of opinion might be raised. After all was not the 
decline of wheat-growing in Wisconsin largely due to causes outside the state 
rather than to factors and forces working within the state? The state has been 
treated in this matter too much as an isolated economic community, and no 
state, similarly situated, can have an isolated economic development. And this 
leads us to our final comment: What is to be gained by such a study within 
purely artificial political state lines? It is doubtful whether the wheat belt can 
be satisfactorily studied by breaking it up into parts along the mere cleavage of 
state or county boundaries, Politically speaking, it may be desirable to know 
what Wisconsin has done at wheat-raising, but the subject, we think, has too 
broad an economic bearing to be treated within the confines of a single state. 

With these limitations it is to be hoped, however, that a work, in most 
respects so generally satisfactory and so thoroughly carried out, may prove a 
substantial contribution to economics and history, and to the growing subject 


of agricultural economics in particular, 
ArTHuR J. Boynton 
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Parenthood and Race Culture: An Outline of Eugenics. By Cates W. 
Sateesy. New York: Moffatt, Yard & Co., 1909. 8vo, pp. xv+380. 
$2.50 net. 

Any serious work on eugenics deserves to be taken very seriously. The 
reader who takes up for review this book by Dr. Saleeby has special reason to 
open it with expectant interest. If he has read the periodicals he will already have 
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seen the book advertised as “the first complete work on eugenics” and hailed 
by a reckless fellow-reviewer as “epoch-making as Darwin’s first announcement 
to the world.” If he then searches Dr. Saleeby’s unlucky preface for the key 
to what is fo follow, he finds, in a litter of afterthoughts such as other prefaces 
have made too familiar, two phrases which demand much from the remainder 
of the book. The author states with his opening sentence that he has made 
“a first attempt to survey and define the whole field of eugenics ... .” (p. vii). 
“I claim for eugenics,” he presently observes, “that it is the final and only judge 
of all proposals and principles, however labeled, new or old, orthodox or 
heterodox” (p. ix). The reader thus carries with him into the early chapters 
an apparent invitation not only to compare them with what has been written 
on this subject, which we now call eugenics, during the past half-century, but 
to measure them, in terms of human importance, against all that has ever 
been written on anything. The standard of judgment has certainly been set high, 

A book on eugenics might be expected, at the present stage in the develop- 
ment of the subject, to take one of four forms. It might consist of a critical 
review and appraisal of what has thus far been achieved in the study. It might 
outline what a systematic science of eugenics should be; defining its content, 
scrutinizing its assumptions, and fitting it into the general scheme of scientific 
thought. It might, with less scientific pretension, preach eugenics as an appar- 
ent, though still unproven, moral duty, and prepare public opinion for a thought- 
ful consideration of more conclusive work later. Finally, it might contribute 
new evidence to explain the biological principles on which all eugenic policies 
ultimately rest. Of these four forms the second promises least usefulness. Dr. 
Saleeby’s “attempt to survey and define the whole field” would imply that he 
had this difficult second form in view. As a matter of fact his volume is 
neither one thing nor another. To experimental evidence it contributes noth- 
ing; but it deals incompletely with each of the other three phases of the sub- 
ject which have been indicated. Almost inevitably, then, the reader is at first 
struck with a sense of the inadequacy of the work. Ruskin’s insistence that 
“there is no wealth but life” affords an uncertain foundation on which to build 
a science. Dr. Saleeby seems to think of life too exclusively as the reproducing 
of life. One wonders why the mere reproducer is so much worth reproducing. 
Here, as at many other points, the enthusiastic advocate dominates the man 
of science in the author’s thinking. He is so full of faith in eugenics that 
he apparently cannot be judicial. His ethical views, too, seem to be personal 
convictions which shift from one sanction to another—mystical, customary, 
utilitarian—as the needs of eugenics dictate. And he is unpleasantly intoler- 
ant of critics who have been more questioning and less serene than he. 

But if one ceases to seek for a rounded system of thought and notices 
the excellences of detail one finds much to commend. Dr. Saleeby’s great 
merit is his moderation, so far as recommendations for conduct go. He is no 
advocate of chloroform and surgery, and no zealot for fantastic affirmative at- 
tainments by means of selection—except in the far future. He pleads for 
negative selection by the utilization of means already at hand. Because he 
holds motherhood the greatest of human functions, he would realize to the 
utmost its possibilities for human improvement. The agency of woman in 
marriage selection, also, is to him a eugenic means of great promise, and— 
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granting an accepted standard of selection—he is to be commended in his 
contention that it should be possible to build up a eugenic system of tabu as 
unquestioned and imperious as are the dictates of conventional usage in 
matters of less concern. “It is the business of those who believe that eugenics 
is the greatest ideal in the world to make a eugenist of Mrs. Grundy” (p. 231). 

Two topics have been emphasized by Dr. Saleeby in a way to deserve 
special comment. One is the class of influences which he denominates “the 
racial poisons.” As racial poisons he enumerates alcohol, lead, narcotics, 
syphilis; but it is to alcohol that he gives his attention, and in the elucidation 
of its effects on the race he marshals facts and masses his evidence as nowhere 
else in the book. Moreover he does not rest his case on one sort of evidence, 
but deals with four: the somewhat uncertain degeneracy of germ-plasm as a 
result of alcoholism; the probable evidence of inherent and transmissible de- 
generacy which habitual drunkenness affords; and the undisputed evils of 
foetal intoxication and neglect in infancy which menace the children of drunken 
mothers. Granting that this is the writing of a partisan and perhaps an 
extremist, the chapter carries its unavoidable lesson. 

The second point of emphasis is the psychical qualification for parenthood. 
Dr. Saleeby rightly rebels against the purely rationalistic ideal of motherhood as 
essentially a source of unexceptionable inheritance. The eugenic mother must 
be motherly. If only we make allowances for mother-instinct which has been 
obscured by ill-advised education or which has not had early awakening, we 
can heartily agree with the author’s distrust of the “worker bee” woman as a 
prospective parent, and with his skepticism about the giving of bonuses to 
encourage the marriage of persons who felt no other motive. 

On the whole Dr. Saleeby has shown himself in this book as a popularizer. 
To the public such thought as this is still unhappily new. Here it is presented 
in an incisive and unusually vivid style, and with clear conviction. Something 
suggests that the book grew out of lectures. In style as well as in substance 
it is stronger as parts than as a whole. We cannot think of it as the message of 
any second Darwin; but it may yet be a message well suited to the time. In 
one city, at least, and at one time, the book has been posted as a “best seller.” 
The author more than once has declared that his desire is to be a prophet of 
the new and better understanding of social needs. To create sound opinion is 
the expressed purpose of his book (p. 158). For its promise of awakening 
wider interest it is welcome; but if we seek a satisfying science of eugenics 
the reader of the book must agree with its author that this is still to come. 

James A, FIELD 
THE UNIVERSITY OF CHICAGO 


Liberty and Progress. By C. Y. C. Dawparn. London: Longmans, Green 

& Co., 1909. 8vo, pp. xvi+339. 9s. 

Liberty and Progress is an endeavor to adjust the programme of social 
reform to the philosophy of individualism. The method of treatment of the 
subject does not follow the usual plan and the style of expression is not the 
one a reader usually meets in works dealing with this subject. 

Reforms are looked upon with skepticism by the author. At the very 
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outset the reader is warned against accepting everything that bears the reform 
label. The first sentence in the preface is: “Today the air is full of reforms 
—well-considered reforms, ill-considered reforms, and reforms not considered 
at all, Their variety is legion, their qualities as varied, but all have one 
common characteristic, the spending of money—other people’s money—and as 
an inspiration it might be suggested that the greatest and most wanted reform 
of all is to reflect more and scatter less.’ Further, the reader is warned at 
the outset that the author has no new gospel to preach, no new suggestions to 
make, that “at most will only be found old truths restated and forgotten 
teachings re-enforced.” “As regards real progress; it is not to be achieved by 
making a clean sweep of every existing institution, when we shall probably 
have nothing but a ruin for our reward, but by trying to appreciate what 
existing conditions really are, and then proceeding by steps” (p. viii). 

The book is divided into three parts, as follows: Part I, “The Em- 
ployed”; Part II, “The Principles of Employment”; Part III, “Our Underpaid 
and Unemployed.” 

At the outset liberty is taken up and described in the usual way. Then 
follows an extended discussion of the question of wages and how they are 
determined. The analysis hardly goes beneath the surface, and one feels that 
if the purpose was primarily to answer the question, that purpose has hardly 
been accomplished. 

The more practical part of the book is Part III. In this the author takes 
up the features of a positive programme. First is considered the birth-rate 
and its regulation. “First and foremost is Nature’s universal law that more 
progeny are born than she ever intends to exist” (p. 226). The result of this 
is that population increases up to the “starvation line.” “To further aggravate 
the evil of those just above the starvation line, just able to subsist by work, 
another powerful engine for evil is well-intentioned but ill-placed charity. This 
by enabling some to work for less than a living wage makes life absolutely and 
altogether intolerable for those who have to depend solely on their labor” (p. 
228). This combination of Nature’s law with the present methods of charity 
make “the problem of our poorest almost an impossible one to solve.” 

The plan for meeting the difficulty, so far as the author sees that it can 
be met at all, consists of the following parts: 

“First and foremost” in importance is “the enforcing of parental responsi- 
bility.” This our modern methods fail to realize. “The first thing we ought 
to do is to change the law as to the rights of worthless parents in their 
children’s labor, and to put them on the proper basis of the child’s interest 
alone; and the next thing we ought to do is to reduce to practice what we 
are agreed on in theory that for people to have children they cannot provide 
for is a crime against the children and a crime against society” (p. 240). To 
do nothing more than to relieve children after their birth is to increase the 
evil, The real remedy is prevention of birth through enforcing parental 
responsibility. The second part of the plan is the inculcation of thrift. The 
test of all means of alleviation is, Do they inculcate thrift? To this test he 
brings insurance, and concludes that compulsory insurance is not promotive 
of thrift. The voluntary character of insurance must be preserved. The 
third part is found in assistance from the legislature in organizing labor asso- 
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ciations among the poorest. The fourth contemplates the compulsory raising 
of the wages of the poorest paid. “Would it be possible,” he asks, “in those 
cases, say, where 5s. a week was the ruling figure, to make it 7s, 6d.?” If that 
be “not a princely income, it is 50 per cent. better than 5s. An inch in the 
way is worth a mile in the clouds.” He answers his question in the affirmative, 
though he realizes some of the consequences that may follow. These conse- 
quences he regulates by further control. That the increase in wages may be 
well spent the precaution must be taken that it go in the direction of extra 
housing accommodations, for example. Then, too, a policy of exclusion of 
immigrants must be adopted. The foreign competition for markets would take 
care of itself through the increased efficiency assumed to follow upon a raising 
of wages. “No doubt if a wage is so low that it ought to be raised, and yet 
it cannot be raised, it will suggest the inquiry, Is such trade worth preserving?” 

These are the points of the policy urged. Doubtless their expansion in 
sufficient detail would have increased the size of the book beyond practicable 
proportions, yet as one reads them and notes the tone of assurance behind 
their statement, one’s mind is filled with questions the answers to which are 
hardly suggested, much less stated.. This characterizes the book as suggestive 
rather than conclusive, which perhaps is all that was intended in its writing. 

In closing, one should not fail to note the fact that the individualism of 
the author is not individualism as generally understood. “The very founda- 
tion of individualism is that services should be appraised at their true value 
and paid for accordingly” (p. 19). “The very foundation of individualistic 
society is the just payment for services rendered, and our last duty as a state 
is to find at what bottom figure some slave class can be compelled to labor” 
(p. 33). “Where men are improvident, and have had the misfortune to be 
born of improvident parents, ’tis true they find life very hard. But it is not the 
least merit of our present system of individualism that the reward for thrift, 
industry, foresight, and self-restraint is so universal, and it might also be added, 
so certain” (p. 118). “While we speak of individualism it is only in theory it 
exists, for the amount given and spent in the assistance of others is simply 
fabulous. Not the least merit of individualism is that whilst it develops all 
the stronger points of a strong people, it gives such free play to altruism. 
And the danger today is that it is altruism and not individualism that spells 
the decadence of our race” (pp. 333, 334). 

The reader must decide for himself whether this is individualism or not. 
Upon his decision will depend, not so much his agreement with the points advo- 
cated in the programme, but his naming of the programme: individual, or not. 
After all that is a small matter, compared with the programme itself. 

GEorGE GORHAM GROAT 

Onto WESLEYAN UNIVERSITY 


Les expropriations et le prix des terrains @ Paris, 1860-1900. Par MAurICcE 
Hartswacus. Publications de la Société Nouvelle de Librairie et 
d’Edition. Paris: Ed. Comely & Cie, 1909. 8vo, pp. 416. Fr. 8. 


An extremely interesting, original, and careful study of the movement of 
the price of land in Paris during the last half-century. The idea underlying the 
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study is that there is a close connection between the expropriation of land and 
the price movement, that expropriation is, in fact, the first and most important 
thing to be studied by those who seek to understand the price movements. 
“Expropriation is not a cause but a condition; the social tendencies and 
demands are the causes; but these are not fully realized, they do not take 
form and exercise an active influence, until the time of the expropriation.” 
The act of expropriation, as the study shows, is not the result of individual 
caprice or effort but is rather the result of the needs of society; it prepares the 
way for a change made necessary by the growth of the district, city, and nation, 
or the rise of some social requirements. These needs grow slowly and are re- 
pressed, but eventually they suddenly break forth in some act of expropriation. 
This same act at once awakens people to a full realization of the future possi- 
bilities of the district affected. Thus “it is the suddenness of the act [of expro- 
priation] which is important; it is on that occasion that all the social tendencies 
are at one stroke set at liberty, while at the same time the possibilities of the 
future are made clear.” The result is that the changes in the value of land 
do not take the form of a steady slow advance, but occur intermittently and by 
sudden spurts. Thus it is that the expropriation of land and the prices thus 
made, since they reflect the full operation of the many forces present and 
future which determine the value of land, are of such moment. Hence, too, 
the importance of beginning a study of such prices with a study of expropriation. 

In developing this theory the author makes a careful study of the expropri- 
ations in Paris and their connection with social needs, the movement of 
population in the city, and the demolition and construction of buildings. He 
then makes a comparison of the expropriations and the movement in the price 
of land, and tries to determine other influences by a study of the general 
price movement of all commodities and the growth of the country as reflected 
by railroad earnings. Numerous statistical tables, charts, and maps of Paris 
in 1855 and 1907 help to elucidate this exposition. Whether such a method 
of attack would prove serviceable in the case of American cities, where ex- 
propriation has played so small a part, may be questioned. At best, as the 
author himself insists, it is but a beginning, and still leaves much to be done in 
explaining the fundamental causes, which, as he also points out, must vary 
greatly in different places. The book is a suggestive and careful opening of 
an untrodden field of study and whether one accept the author’s theory or not 
the data here gathered are most valuable. 


Efficiency as a Basis for Operation and Wages. By HARRINGTON EMERSON. 
New York: The Engineering Magazine, 1909. 8vo, pp. 171. 


In the great emphasis which of late has been given the subject of distri- 
bution we are apt to forget the importance of production. The author of this 
book, however, insists that well-being and efficiency in production are now 
more closely connected than ever before. His practical experience, moreover, 
enables him to point to the facts and cite numerous concrete cases to prove 
his contention. Hence it is that this book, written primarily for engineers, is 
well worth the attention of economists. The statement that “It is not because 
men do not work hard, but because they are poorly directed and work under 
adverse conditions that their efficiency is low” indicates the author’s point of 
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attack. “To work desperately hard for many hours at dirty, hot, and rough 
work yet waste 67 per cent. of the time and effort is unpardonable. What 
could have resulted from an elimination of this waste? (1) The product 
could have been cheapened. (2) The men could have worked one-third of the 
time and have accomplished as much. (3) One man could have done all the 
work and have earned three times as much. The benefits should, however, be 
distributed in all three directions. Fewer men should work, less hard, receive 
higher wages, and deliver a cheaper product.” The illustrations of efficiency pre- 
sented show the enormous possibilities for improvement. “Railroad repair 
shops throughout the country do not show 50 per cent. efficiency on an average 
as regards either materials or labor.” “The total amount of preventable ma- 
terial and labor wastes and losses in American railroad operations and main- 
tenance approximates $300,000,000 a year. .... This inefficiency of effort per- 
vades to a greater or less degree all American activities.’ The unsolved 
problems of efficiency, thus arising, according to the author, are: “(1) to enable 
each to accomplish the uttermost in reaction with the task set, average present 
efficiencies being about 60 per cent.; and (2) to set each at the highest task of 
which [he] is capable, present average efficiencies being so much below 1 per 
cent. of the best as not to warrant an estimate.” To accomplish that end there 
must be staff and line organization—a central authority supported and sup- 
plemented by special staffs. This, aided by careful cost accounting, will set 
up and maintain standards, a point of the greatest importance in securing 
efficiency. An illustration or two will show the results. A staff organization 
recently relocated the machines in a large plant and this with other staff 
reforms resulted in an increase of 40 per cent. without additional men or 
equipment. In the case of a railroad, a staff costing $10,000 brought about a 
saving in the expense of maintaining shop machinery and tools of $322,000. 
The details of these proposals may be technical in character, but surely an 
example or two of this sort inserted in the ordinary textbook on economics 
would give the student enthusiasm for a subject too often thought useless. 
Assuredly, too, the opportunities for increased efficiency and the conservation 
of human energy such as are here brought out offer a field for study such as 
the economist cannot neglect. 
Cc. W. W. 


Business, Commerce, and Finance. Political Economy and Sociology. By 
A. H. Putney anp H. M. SKINNER (pp. 366); Currency, Banking, and 
Exchange, by A. H. Putney (pp. 418); Corporations, by A. H. 
Putney (pp. 408). Chicago: Cree Publishing Company, 1910. $4.80 
each. 


Printed with large type on heavy paper, thus producing a good-sized 
volume, and bound in half-leather, this series of books presents an outward 
appearance which is fairly imposing—an impression which the price is calcu- 
lated to enhance; but a brief glance at the content will quickly dispel the 
illusion and make plain their real character. The subject of sociology is covered 
by about two hundred pages. Of this total about twenty pages are contributed 
by the author, and the remainder consists of articles on various aspects of that 
field, written by others, which have previously appeared elsewhere. The 
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principles of political economy, as expounded by Albert H. Putney, A.B., D.C.L., 
LL.D., are covered in some eighty pages, about one-third consisting of quota- 
tions from other sources; while economic history is given forty-nine pages in 
which we have been able to discover sections contributed by the author footing 
up to a grand total of about three pages, most of the remainder consisting of 
two whole chapters quoted from Adam Smith. The two volumes on corpora- 
tions and banking are similar in character, full of extracts and paddings, and 
containing nothing which cannot be obtained elsewhere in better shape and at a 
fraction of the price. The series is evidently intended to be sold to students, 
and we notice it simply in the hope that sufficient publicity may disclose its real 
character, and at least lessen the imposition on the public which is here 
attempted. 


Industrial Diseases and Accidents. By W. J. Greer. Bristol: J. W. Arrow- 
smith, 1909. 8vo, pp. xiiit+326. 7s. 6d. 
A brief description of the symptoms and after-results of the injuries and 
diseases most frequently occurring among industrial workers. The descriptions 
are arranged alphabetically to afford facilities for easy and rapid reference. 


Stock Exchange Investments in Theory and Practice. By JosepH Burn. 
London: Charles & Edwin Layton, 1909. 8vo, pp. ix+322. 


This book offers in an expanded form a series of lectures delivered before 
the Institute of Actuaries, primarily for the benefit of students preparing for 
the institute examinations, and covers the subjects of the constitution and opera- 
tions of the Bank of England, the national and local debts of the United Kingdom, 
and stock-exchange securities and operations. The history of the Bank of 
England and the national debt is treated in considerable detail, as are also 
present-day operations connected with them. Most attention, however, is given 
to stock-exchange securities and practices, which are described with fulness, 
care, and great lucidity. The book can be well recommended to anyone desir- 
ing to secure a knowledge of English securities and stock-exchange methods. 


Men the Workers. By Henry Demarest Lioyp. New York: Doubleday, 
Page & Co., 1909. 8vo, pp. viiit280. $2.00. 


Mr. Lloyd was among those who early recognized the significance of the 
Struggle between capital and labor and at once entered the lists as an ardent 
champion of the cause of labor. To him the labor movement was fraught with 
the highest ideals—“it is a part of the great upward movement of humanity”; 
“it is at the forefront of civilization”; “it is another rise of the people—rising 
to establish liberty, fraternity, and equality as the law of industry as they already 
made the law of the republic.” The addresses here gathered together were de- 
livered between 1889 and 1903, centering about the Debs case and the Chicago 
strike of 1894. They indicate the stand he took on such issues as the eight-hour 
day, the recognition of the union, injunctions and arbitration, and well show 
with what enthusiasm and energy he threw himself into the movement. It is 
from the tone of intense moral conviction and oratorical form that the 
addresses derive their chief power and their value is chiefly historical. 
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Jour. d. écon. 69° année, 70-79. Ja. 
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La mutualité francaise 
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Clercq, V. de. 
et les retraites ouvritres. Mouvement 


social 68:1372-84. D.’o9 

Flint, L.C. Pensions for eniies teachers. 
Cent. 79:618-20. F. ’1o. , 

Henderson, C. R. Improvements in 
industrial life insurance. = Jour. 
Sociol. 15:478-sor. Ja.’ 
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preussisch-hessischen Eisenbahnge- 
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Stockwell, A. W. The problem of 
superannuation in the civil service. 
Putnam 7:565-71. F. ’1o. 


MIGRATION AND POPULATION 


{Births, deaths, and marriages in Eng- 
land and Wales, 71st report of the 
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4961.) 35. 5d. . v 

{{Dillingham. Partial report of Immi- 
gration commission on steerage con- 
ditions. 1909. 46 p. (S. doc. 206.) 

tFisher, Irving. National vitality, its 
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751 p- (Printing joint committee. 
From National Conservation Commis- 
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{Immigration laws and regulations of 
July 1, 1907. 8th ed. Dec. 1909. 
88 p. (Bur. of immigration and 
naturalization.) roc. 

{Treaty, laws, and regulations governing 
admission of Chinese; regulations 
approved Dec. 15, 1909. Ed. of Dec. 
1909, embodying amendments to rules 
14 and 30. 7o p. (Bur. of immigra- 
tion and naturalization.) roc. 
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racial relations. 
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International and _ inter- 
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A healthy race: 
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Richards, H. A. A study of New Eng- 
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Rotch, T. M. A Memorial hospital 
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Schultze, E. | Menschenschmuggel und 
gelbe Gefahr in den Vereinigten 
Staaten. Z. Staatswissen. 66:135-44. 
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Thomson, Lady. Canada: Far West. 
Emigration possibilities. Emp. Rev. 
18:395-97. Ja. ’10. 
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Geog. M. 20:1063-1102. D. ’og. 

Weatherly, U. G. Race and marriage. 
Amer. Jour. Sociol. 15:433-53- Ja. ’ro. 

Weyl, W. E. David Kaplan: Russian 
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Bank rate: the bankers’ vade mecum. 
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Lond.: Simpkin, 1910. 71 p. 89 
2s. 6d. net. 

Bankier-Buch, deutsches. Deutsche 
Banken u. Bankiers, nach den Orten 
des Domizils der Firmen alphabetisch 
geordnet. 9g. Aufl. Hrsg. v. der. Ber- 
liner Bérsen-Zeitg. B.: Puttkammer 
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Boutelet, P. Essai sur l’organisation du 
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tInstructions and suggestions relative to 
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$1 . 60. 
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IgIo. p. 8°. 

Trust companies of the United States. 
1909 ed.; a compilation of the state- 
ments of condition of trust companies 
of the U. S. as of June 30, 1909; also 
of officers, directors, and correspond- 
ents, dividend rates and stock quota- 
tions; comp. by the Audit Company 
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of New York. N. Y.: United States 
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Banking economics. Bank. Mag. Lond. 
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Banking half-year. Bank. Mag. Lond. 
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6r. F. ’ro. 
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Katzenstein, L. Die deutsche Bankno- 
velle. Z. Volkswirt. 18:725-50. N.-D. 


Why should the cost of 
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Some consequences of 
Moody 9:99-104. 
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Keys, C. M. ‘The building of a money- 
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billion dollars has been centralized at 
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17:12618-26. F. ’1o. 

Kniffin, W. H. The teller and his task. 
Bank. Mag. N. Y. 80:229-32. F. ’10. 
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41:180-83. F. ’10. 

London bankers’ clearings in 1go9. 
Bank. Mag. Lond. 89:265-72. F. ’t1o. 
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N. Y. 80:269, 270. F. ’1o. 

Lumm, von. Die Stellung der Noten- 
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Z. Volkswirt. 18:768-93. N.-D. ’oo. 

Progress of banking in Great Britain and 
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in the num of banking offices 
opened. Bank. Mag. Lond. 89:150- 
8s. F. ’ro. 
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Raffalovich, A. Le marché financier en 
1909. Jour. d. écon. 69° année, 
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Rhoades, J. H. Guarding the poor man’s 
savings. Outlook 94:264-67. Ja. 
29 ,’10. 

Sauerbeck, A. Credit and trade. Bank. 
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senwesen. J. Nationalékon. 94: 1-36. 
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Schmidt, F. 
thekenbankwesen. 
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Smith, F. E., and Williams, E. E. The 
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Somogyi, O. von. Das bosnische Kredit- 
wesen. Z. Volkswirt. 18:751-63. 
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Wood, P. L. Postal savings banks ?— 
Yes. Bank. Mag. N. Y. 80: 227, 228. 
F. ’10. 

Work of the London bankers’ clearing 
house during the year 1909. Inst. 
Bank. Jour. 31:85-91. F. ’1o. 
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Blauhorn, Jos. Das Recht der Rohdlge- 
winnung in Oesterreich. Die das 
Gebiet der Rohélgewinng. regelnden 
Gesetze u. Verordngn. sowie die 
hierauf bezughab. oberst- u. verwal- 
tungsgerichtl. Entscheidgn., gesammelt, 
bearb. u. hrsg. 1. Bd. Die Gesetze u. 
Ministerial-Verordngn. B.: Verlag f. 
Fachliteratur, 1910. x+150 p. gr. 8°. 
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tCarter, E. E. Methods of increasing 
forest productivity. Dec. 1909. 16 p. 
(Forest service. Circular 172.) 5c. 

Claquin, E. Métaux, pétrole et charbon 
de la Nouvelle-Calédonie. P.: Chape- 
lot, 1909. 31 p. 8°. 

Cody, Sherwin. Geographical reference 
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States. C.: S. Cody, 1910. 7-04 Pp. 
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P.: Dunod & Pinat, 1910. 152 p. 8°. 
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Guyot, Charles. Cours de droit forestier. 
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lissements publics. Foréts des particu- 
liers. P.: L. Laveur, 1909. 8°. Fr. 5, 


Das franzésische Hypo- 
Z. Staatswissen. 
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tPrice, Overton W., and others. Forests 
of United States, their use. Dec. 1909. 
25 p. (Forest service. Circular 171.) 


5c. 

{Veneers, 1908. Dec. 1909. 13 p. 

(Forest products 5, 1908 series.) 5c. 
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Bullard, L. The greatest water power 
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Mitchell, G. E. Our coal supply to-day. 
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biston Community. Lond.: Black, 
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Grahame, Stewart. New Australia. 
Where socialism has failed. The story 
of a South American colony. Lond.: 
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Ireson, Frank. The people’s progress. 
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with some answers to socialists. Lond.: 
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Labriola, A. II capitalismo: lineamento 
storici. Torino: F. Illi Bocca, 1909. 
396 p. 16°. L. 5. 

Macdonald, J. Ramsay. 
government. Lond.: Independent 
labour party, 1909. 2 v., 202; 178 p. 
12°, (Socialist library.) ea., 1s. net. 
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Hyndman, H. M. Revolutionary social- 
democracy. The curse of compromise 
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Joseph, H. W. B. Karl Marx’s theory of 
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Leuttiner, K. Der Hausknechtspara- 
graph der Sozialdemokratie. Soz. 
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F. ’Io. 

Towler, W. G. Socialism in local govern- 
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Wallas, G. The beginning of modern 
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Behrendt, Paul. Die Ansiedlung im 
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geber f. den Kleinwohnungsbau. 
Bethel bei Bielefeld: Deutscher Verein 


Arbeiterheim, 1909. 24 p. 8° M. 


0.30. 

Bold M. A. Le case populari: mono- 
grafia completa tecnico-economico- 
sociale. Milano: Hoepli, 1909. 2 v., 
xxiv+ 1281 p. 8°. L. 36. 

Casali, I. Tipi originali di casette 
popolari, villini economici ed abita- 
zioni rurali, 2 ediz. Milano: Hoepli, 
1909. viiit+406 p. 16°. M. 5.50. 

Joachim, Herm. Handbuch der Wohl- 
tatigkeit in Hamburg. 2. Aufl. Ham- 
burg: L. Grife, 1909, xxvi+5or p. 


Soziale 
Kolonisation. Ein Beitrag zur 
Beschaftigg. voriibergehend Arbeits- 
loser. Materialbeitriage v. Hans Ost- 
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gr. 8°. M. 1.50. 

Magrini, E. Le abitazioni popolari 
(case operie). 2° ediz. riveduta. 


8°, M. 3. 
Kaphengst-Kohlow, Axel v. 
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Einrichtungen. Informationen f. Ge- 
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gr. 8°. M. 2.60. 

Reid, David C. Effective industrial 
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xvi+465 p. 
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New South Wales statistical register for 
1907 and previous years; compiled 
from official returns by John B. Trivett. 
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